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Prospects and Outlook

AN RE

Hanhua Financial Holding Co., Ltd. (“Hanhua Financial” or the
“Company”, and, together with its subsidiaries, the “Group” or “We”)
is one of the largest privately owned inclusive finance investment
institutions in China. Since our establishment 11 years ago, we
have accumulated over 50,000 customers with business scale
reaching RMB100 billion, which became our core competitiveness
in the era of big data.

After over a decade of dedicated development in inclusive finance,
Hanhua Financial has evolved from only providing financial
guarantees and small loans into an integrated financial platform
providing a variety of services including internet finance, financial
factoring, capital management and financial leases, achieving full-
scale upgrade of the business model. Also, China is the largest
inclusive finance market in the world. Presented with abundant
market opportunities brought forth by the implementation of national
policies such as “One Belt One Road”, Internet +, Made in China
2025, along with the development opportunities arising from the
further liberalization of the financial industry in China, Hanhua
Financial will take advantage of the market transformation in China
to build a new era of inclusive finance in China.

As a wholly-owned subsidiary of Hanhua Financial, Hanhua
Guarantee Corporation Limited (“Hanhua Guarantee”) has
accumulated over 10,000 customers. Among small and micro
sized customers, approximately 70% are credit based, while 30%
are based on credit plus collateral.

From providing credit guarantee loans and designing personalized
repayment proposals, to providing value-added services such
as resource integration and financial support to companies, we
provide a stable and growing financing channel aiming to promote
the healthy upgrade and future development for companies. Our
operating principle of relying on credit rather than collateral not
only match the features and actual demands of SMEs and micro-
enterprises , but is also a beneficial attempt at establishing a society
based credit system. After over ten years of exploration, Hanhua
Guarantee has already formed an independent and complete credit
rating system, which make us the pioneer and leader in the industry.
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Prospects and Outlook

After years of exploration, we have gradually established a complete
credit risk identification, review and evaluation system for small
and medium-sized enterprises. Based on the credit risk evaluation
and review result, our micro-credit subsidiaries have adopted the
innovative method of using only credit and no collateral business
model, which is completely different from the traditional “pawnage”
business model. At the same time, we have successfully utilized
asset securitization to resolve our financing bottle-neck which we
come across from time to time throughout our small-loan business
development, allowing for an effective and complementary use of
traditional bank loan financing and other bank and commercial
entity assisted financing to support the financing needs of our
small-loan business. Moreover, our independently developed online
financial and credit business information platform has provided
support to facilitate the centralized information management for
our financial market business and our management of collaborating
partners in the financial sector. It also enables us to implement
comprehensive business flow management covering all our small
and medium sized enterprise(s) (“SME(s)”) and mirco business
segments through consolidated customer information management,
business reporting, business assessments and approvals, fee
collection and loan release, post-loan monitoring and follow-up,
and facilitate our auditing and accounting work. Empowered by this
financial and credit business information platform to consolidate
our business management, we have also launched our internet
credit business which, leveraging on our existing customer-base,
we aim to provide comprehensive and professional investment,
financing and asset management services to more SMEs and
micro-enterprises.

Chongaing Changjiang Financial Factoring Co., Ltd. (“Changjiang
Factoring”), a subsidiary of Hanhua Financial, is the first institution
in China to receive relevant authorization to operate the financial
factoring business, and is currently providing professional factoring
services such as financial factoring, commercial factoring, bills
factoring, international factoring, lease factoring and re-factoring
to SMEs and micro-enterprises.
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Prospects and Outlook

AN RE

Hanhua Financial entered the field of internet finance at the
end of 2014, and has established its internet finance group in
core regions such as Beijing, Shenzhen and Shanghai. Through
professional operating techniques, vast financial experience and
leading information systems, comprehensive services based on
the internet platform such as asset swaps, financing, investment
and wealth management, asset securitization is provided to various
financial institutions and individual customers. The Group has
introduced platforms such as “Hanhua Yun” and “Hanhua Tong” to
provide a safe and efficient inclusive finance experience for users.

In order to fully take advantage of the synergies created between
the various business sectors of Hanhua Financial, Hanhua Capital
Investment Management Co., Ltd. was established at the end of
2014, and is the investment business platform of Hanhua Financial
which focuses on investments in high-growth industries, macro
finance and emerging economies.

In addition, Hanhua Financial has commenced preparations to
establish a lease division and gradually launch the bills related
business since 2015.

On 12 August 2015, in recognition of the official legalization of
private loan institutions, the Legislative Affairs Office of the State
Council asked for public opinion regarding the “Regulations of
Non-Deposit Loan Organizations (opinion draft)”. This is beneficial
for the standardization and healthy development of the industry,
as well as the entire small loans industry. On 13 August 2015,
the State Council officially published the “Opinion Regarding the
Expedited Development of the Finance Guarantee Industry” (Guo
Fa Document No. 43) which clearly stipulated the development
objectives of “quality over quantity” and enhancement of financial
guarantee institutions. The general opinion within the industry is
that Document No. 43 will help retain high quality companies and
eliminate low quality companies within the industry, and industry
resources and support will further favor guarantee institutions
which are competitive and operate in a standardized manner. Not
only does the introduction of the two policies demonstrate that
the central government highly values the guarantee and small loan
industry, it also presents a new round of development opportunities
for companies such as Hanhua Financial which have already
established a leading position in the fields of financial guarantee
and small loans.
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Prospects and Outlook

In the first half of this year, Hanhua Financial innovatively proposed
and focused on the new development concept of “Developing
Partnership Finance, Building an Inclusive Finance Ecosystem”,
which commenced the third full-scale upgrade.

Use the surpluses of the world to supplement its insufficiencies.
The diversified business sectors of Hanhua Financial have formed
an interactive mechanism, creating an integrated financial company
consisting of over five business groups. Currently, Hanhua Financial
has undertaken a customer-centric approach to match its financial
platform and business products with platform advantages of partner
customers. Custom-made integrated financial service proposals
are being developed and long-term partnership relations and
benefits are being formed with customers, creating excess value
for customers while sharing the gains of development with them.
Development risk is also shared with customers to ensure the
sustained, stable and healthy development of customers, and a
new type of financial company relationship and joint development
model is created through a cooperation model which promotes
independence and integration. Hanhua Financial is set to enter into
the RMB100 billion club of inclusive finance in China in three years’
time, and will actively promote business developments to build the
best inclusive finance group in modern China.
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Management Discussion and Analysis

BEEERN W R

BUSINESS OVERVIEW

Hanhua Financial principally offer comprehensive financial service
solutions to SMEs through our five business lines, namely credit
guarantee, SME lending, internet financial services, financial
factoring, and capital investment and management.

Credit Guarantee
The following table sets forth the crucial business indicators of the

credit guarantee business of the Group as at the dates or periods
indicated:

(Expressed in RMB million, unless otherwise stated)

E3 2

BESETIRBBEMRER  FIEEE
R EMESR eRREMRERRER
ERAAEHGERATNREFRERES
NS RIREIE -

ERER

TERHIINFR BRI A RE(ERE
REBERBREHEZ

At At

30 June 31 December
2015 2014
R-ZB—H%F R-ZF—ps

(REBEFAN - UARBEETIITR) ~NA=t+H +=ZA=+—H
Provision rate" B RO 2.0% 2.1%
Provisions for guarantee losses REBAEFEES 416.1 501.3
Total outstanding guarantees balance #R¥Z{Rer%E 21,074.7 23,566.5
- Bank financing guarantees — RITREER 10,440.2 14,561.4
— Capital market guarantees — BARMHER 7,651.4 5,966.4
— Other non-bank — HMIERITRE BR 2,105.7 2,176.2
financing guarantees
— Other non-financing guarantees — HAibIEmE R 877.4 862.5
Leverage ratio® BRI EE® 5.2 5.9
Outstanding balance of R EVE(RERER 20,197.3 22,704.0
financing guarantees
Net assets of the credit EHREREBREEE 3,916.1 3,827.1

guarantee business

Hanhua Financial Holding Co., Ltd.
BESERDERAT



Management Discussion and Analysis
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i

Six months Six months

ended ended Year ended

30 June 30 June 31 December

2015 2014 2014

Bz HE HE

—E-RF —ZE—EF —E

(Expressed in RMB million, unless otherwise stated) ~A=t+8H ANA=+H +=ZA=+—H

(BREEFZHIN - MARBEETIIT) IEREA LEREA IFFE

Default rate® RE=XE 1.9% 1.4% 1.9%

Default payments BRI 201.7 158.2 478.7

Guarantees released TERRBRYEIR 10,248.0 11,300.0 24,443.8

Recovery rate® 3] U bk =@ 16.8% 16.4% 12.4%

Recovered amount B4 & 58 33.8 26.0 59.5

Default payments e ORN N 201.7 158.2 478.7
Notes: AFHE

(1)  Provisions for guarantee losses divided by the balance of the
outstanding guarantees. The provision rate indicates the level of
reserve we set aside for our guarantee portfolio.

(2)  The outstanding balance of financing guarantees divided by net assets
of our credit guarantee business.

(3) Default payments made on default borrower’s behalf divided by
guarantee released.

(4) Recovered amount divided by default payments made on default
borrower's behalf.

(1) RIPEFEBSHRUERRE - BEX
BRI RAEA B REHEKE

2 BMEEREGHRERUNEHEREBFE

=

(3) REXNEFABEBER
REEE -

BABR DA KB BB RRRR

@) ERSFERAEOERARRENE -
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Management Discussion and Analysis

BEEERN W R

Key performance benchmarks

In 2015, downward pressure on the domestic economy intensified,
causing reduction in the effective demand of customers. The Group
proactively adjusted the structure of the guarantee business. As
the bank financing guarantee business fell gradually, we stepped
up our sales effort in the capital market guarantee business, which
had lower credit risk, causing the outstanding balance of our capital
market guarantee business to grow by 28.1% from RMB5.97 billion
as at 31 December 2014 to RMB7.65 billion as at 30 June 2015.
The proportion of the balance of the capital market guarantee
business to the credit guarantee business rose to 36.3% as at 30
June 2015 (31 December 2014: 25.3%).

As at 30 June 2015, the net assets of the credit guarantee
business was RMB3,916.1 million, which increased by RMB89.0
million, or 2.3%, from RMB3,827.1 million as at 31 December
2014. As at 30 June 2015, the financing guarantees balance was
RMB20,197.3 million, which fell by RMB2,506.7 million, or 11.0%,
from RMB22,704.0 million as at 31 December 2014. Therefore, as
at 30 June 2015, the leverage ratio was 5.2 (31 December 2014:
5.9).

Our overall default rate indicates the quality of our guarantee
portfolio. During the six months ended 30 June 2015, our default
rate was 1.9%, which was basically the same as the default rate for
the year ended 31 December 2014. During the six months ended
30 June 2015, the Group conducted thorough investigation and
evaluation of existing customers, strengthened post-guarantee
management, increased the frequency and strength of post-
guarantee management, guarded against and mitigated risk at
earlier stage, enhanced support to customers who performed their
obligations, in order to reduce the default risk of customers to the
greatest extent. For new customers, the acceptance standard of
customers was raised at the market research stage, and the on-
site investigation of uncertainty risk and management of collaterals
of customers was also enhanced. Even though the total amount
of default payments paid on behalf of default customers rose from
RMB158.2 million during the six months ended 30 June 2014 to
RMB201.7 million during the six months ended 30 June 2015, the
aforementioned measures kept the default rate of our customers
lower than the industry average.

Hanhua Financial Holding Co., Ltd.
BESEROGBERLA
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Management Discussion and Analysis

For default customers, we strengthened collateral management and
the disposal of non-performing assets to recuperate capital. During
the six months ended 30 June 2015, we collected RMB33.8 million
in total from default customers.

Our provision rate was used to calculate provision levels made for
potential losses based on the balance of our total guarantees.

As downward pressure on the domestic economy continued to
intensify, we continued to adopt a strategy of prudent accounting
estimates and increased provisions. As at 30 June 2015, the
provision rate of our credit guarantee business portfolio was
2.0%, which fell slightly from 2.1% as at 31 December 2014. This
was because we actively adjusted our operating strategy and
cooperating financing institutions, sizing down the traditional bank
financing guarantee business with relatively higher risk, while at
the same time expanding the capital market guarantee business
such as guarnatees for bond issuances and capital preservation
funds with relatively lower risk, which altered the potential risk of
the financing guarantee business portfolio.

BEEER R

HRENEP  BMMBEE R E RN
TREERBENE  NHRROEESD -
HE-ZZ—RAFNA=Z1+HLEAEAH
M BMREZNEPERFT BB AR
33.8H&ETL °

BB EE - AAGFERBRMNEE
RERER - BLBEEEMIELORRKE -

MR BEREEET NTEOFEMK - &
UL AR BB B 55K - IARE
HBEMARNE RZE—RFA~A=T
B BAEAEREREOHEERR2.0%
@:%—E¢+—ﬂ:+—EWM%M
BT ERABMEBFELER

Wﬁ@éAW%%'ﬁ [\ B 48 1 8 =
BHRRITHERRER - RKEINERE
HRENEATISEREBNEFEITE
R REESERS  EERMEERER
%ﬁ/ﬁ\m/aﬁ:ﬂ ?’Yéi ﬂﬁ ©

Average guarantee and consulting fee rates FHOERRBAER
Six months Six months
ended 30 June ended 30 June
2015 2014
BE-=E—I1F BHE-_ZET—NF
ANA=1+H /\)EJ :Jr H
IEXEA 1EREA
Financing guarantees BhE PELR 3.7% 4.9%
- Bank financing guarantees — IRITREER 5.3% 5.5%
- Bank financing guarantees — RITREE IR 4.5% 4.5%
(not including fully backed bank (T\@E*%ﬁfﬁﬂiﬁ’\]
financing guarantees) RITRLE EIR)
— Fully backed bank — ?&%ﬂﬁﬁ#ﬁﬂ@ 20.2% 22.4%
financing guarantees IRITRE IR
— Capital market guarantees — BAMHBER 0.4% 0.8%
- Non-bank financing guarantees — JFERITRE A IR 3.7% 2.8%
Non-financing guarantees JFEREER 0.3% 1.5%

Interim Report 2015
—E-AFHHERE

13



14

Management Discussion and Analysis

BEEERN W R

The average guarantee and consulting fee rates related to our bank
financing guarantee business remained stable, ranging between
5.3% and 5.5%. Due to intensified downward pressure on the
domestic economy, we actively adjusted our business and product
structure and the channel cooperation structure, and also increased
our effort in expanding our capital market guarantee business.
During the six months ended 30 June 2015, the average monthly
balance of our capital market guarantee business was RMB6.82
billion, which grew by RMB5.17 billion, or 313.3%, from average
monthly balance of RMB1.65 billion of such business for the six
months ended 30 June 2014. Capital market guarantee business
is relatively less risky than other types of guarantee businesses,
therefore our overall fee rates for such guarantee business was
only approximately 0.4%. As the proportion of the average monthly
balance of the capital market guarantee business to the financing
guarantee business rose from 8.4% for the six months ended 30
June 2014 to 29.1% for the six months ended 30 June 2015, the
overall fee rate of the financing guarantee business for the six
months ended 30 June 2015 was only 3.7%.

Our non-financing guarantee business generally involves various
types of guarantees, and is dependent on the specific type of
guarantee, the scale of each case and the obligation fulfillment
ability of customers. Therefore, the average guarantee and
consulting fee rates vary according to the type of non-financing
guarantee, customer base and relevant projects guaranteed for
in such periods. For non-financing guarantees, for the six months
ended 30 June 2015 and 2014, our average guarantee and
consulting fee rates were 0.3% and 1.5%, respectively, but the
non-financing guarantee business only accounted for approximately
4% of the guarantee business.

Branch network

As at 30 June 2015, we provided credit guarantee services
in 20 provinces in China through a credit guarantee branch
network consisting of 4 credit guarantee subsidiaries and 27 credit
guarantee branches, which covered a number of regions, including
Chongging, Sichuan, Yunnan, Hubei, Shaanxi, Gansu, Heilongjiang,
Jilin, Liaoning, Beijing, Tianjin, Hebei, Shandong, Jiangsu, Shanghai,
Anhui, Hunan, Guizhou, Guangxi and Guangdong.

Hanhua Financial Holding Co., Ltd.
BESEROGBERLA

BEMMBRITRERREBEREBANTS
BREDBABRIBRRBETE  NH5.3%
E5.5% 2 o AR B RLET17E NN
X BMUEZDHAREKEREENEES
1B MABAMBEREBSNARE D
E-BEz_ZT—RAFA=FTHLEHEA
HE - RPN EARTISIERER A EH98
BAARKES2EIL WEE_ZT—NF
NAZTREANEAPEZEELATY
HEARBI65ETL  ERARES1.7E
JC  HEIE313.3% c EAMBIERERE
HHRBREMBEAEREFSBAERE -

FrABMEREWNEE XD ERI%L

B BREAMIGERERAFHRENG
MERREKAVRELEREE T —

MERA=+H I/ E B BRI A98.4% FF+
EHE-_T—RAFANA=Z+THIENEAH
MM29.1% FEZ-_T—RAF~A=1
HIEANEASMHERERRESHERBKE
KIER3.T% °

BHNEREEREZH —RIRZBER
miE > BRERARRRE SESENRE
MEPHBLENTE - At - BT
ww%&u AERAERIFMERERNRE

CBPEMENZEHEMERNE
E@IEH MR EE - IFMERERTE -

E-FT-RAFEANA=ZTHLEXREAH
MEBE-—T-—HFEXA=THLREAA
HE - ROANFARREFANERDR R
0.3%K1.5% - EIEREEREHEEER
EEHREHA%ETR °

HE_Z—AFA=1TH  BHfMBEBIR
ERERWEB AR R2TRERERD X i#
BAKNERERERN T B20E%S 712
HEREREY BEMHEAEEE - T

Erg A BRE - HE - BEI
AR EE bR RFE ST IR
IER - B85 28 B BN BEAM
R o



Management Discussion and Analysis

Customer and guarantee contracts

By leveraging our widespread credit guarantee network, we
maintained a stable number of guarantee customers. For the six
months ended 30 June 2015, we served over 2,340 guarantee
customers.

Distribution of guarantees by geographical region and
industry

As at 30 June 2015, Chongging, Beijing, Sichuan and Liaoning were
the four biggest markets in terms of proportion in the aggregate
balance of guarantees, accounting for 38.9%, 33.5%, 10.7% and
6.3%, respectively, of such balance. As we continued to expand
and develop our credit guarantee business in other regions in
China, it is expected that other regions will gradually account for a
bigger proportion of the balance of total guarantees.

As at 30 June 2015, excluding capital preservation funds, the
majority of our guarantee customers were engaged in processing,
trading, construction and integrated businesses, accounting for
approximately 26.0%, 23.4%, 21.6% and 12.7%, respectively, of
our aggregate balance of guarantees. We have upheld the idea of
“industry diversification” to avoid over-reliance on a single industry.
Also, in order to effectively diversify risk, our credit guarantee
business revolved around the principles of “staying close to
livelihood of people, staying close to industry and serving SMEs”,
and provided active support for the development of SMEs.

BEEER R
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SME Lending RN EER
The following table sets forth the major asset quality indicators of TRHEINAMTABBPAEEHRPDEEER
the SME lending business for the dates indicated: EBNEFEZEERBEER
At 30 June At 31 December
2015 2014
(Expressed in RMB million, unless otherwise stated) R-ZE—HF RZT—MF
(BRBEFLHI - LARBEETLIIT) ~NA=+H +=A=+—H
Outstanding balance of loans EXeREE 7,5657.8 6,286.0
— Micro and small loans — INMEE R 4,525.3 4,114.3
— Entrusted loans —&FER 3,032.5 2,171.7
Allowance for impairment losses EZFUBE%XE 352.7 288.9
— Micro and small loans — IMEER 263.9 193.1
— Entrusted loans —ZFTEXR 88.8 95.8
Provision rate B gz 4.7% 4.6%
- Micro and small loans — IMEER 5.8% 4.7%
— Entrusted loans —ZFEXR 2.9% 4.4%
Outstanding balance of WEEMRGRE 185.3 228.3
impaired loans
— Micro and small loans — IMEER 171.1 107.9
— Entrusted loans —RFEEX 14.2 120.4
Impaired loan ratio® BEERLEE 2.5% 3.6%
— Micro and small loans — IMEER 3.8% 2.6%
— Entrusted loans —ZFTER 0.5% 5.5%
Provision coverage rate® BEEEZR0 190.3% 126.5%
— Micro and small loans —/NMEER 154.2% 179.0%
— Entrusted loans —ZFTEXR 623.9% 79.6%
Notes: PR
(1) Allowance for impairment losses divided by the outstanding balance (1) ERREEERARFERRE -

of loans and advances to customers.

(2)  The balance of impaired loans divided by the outstanding balance of
loans and advances to customers.

(38) Allowance for impairment losses divided by the outstanding balance
of impaired loans. Provision coverage rate reflects our amount of

provision for potential losses of loans portfolio.
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Management Discussion and Analysis

At 31 December 2014, we financed capital directly from the capital
market by issuing asset securitization products worth RMBO0.5
billion on the Shanghai Stock Exchange through our micro and
small loan company in Chongging. For the financial statements
of micro and small loan company itself, as all risks and rewards
have been transferred, the corresponding loan assets have been
derecognized. As the Company and our subsidiary Chongqging
Yuzhong Hanhua Micro-credit Co., Ltd. hold all subordinated
tranche notes, and the subsidiary of the Company — Hanhua
Guarantee provides guarantee for the principal and interest of the
senior tranche notes invested by investors, the Company in fact
controls the projects, and has retained almost the entire remaining
risk and returns relating to the project.

Therefore, the Company has consolidated the project into the
consolidated financial statements and included it in the calculation
of various indicators in this interim report.

Micro and small loan business

With the gradual expansion of business outlets and effective usage
of capital, the outstanding balance of our micro and small loans as
at 30 June 2015 was RMB4.53 billion, which increased by RMB420
million, or 10.2%, from RMB4.11 billion as at 31 December 2014.
Therefore, the gearing ratio of the micro and small loan business
as at 30 June 2015 was 1.5 (31 December 2014:1.4).

Key performance benchmarks

As downward pressure on the domestic economy intensifies, the
pressure on the liquidity risk of our customers increased, which led
to a substantial increase in the outstanding balance of impaired
loans. As at 30 June 2015, the outstanding balance of our impaired
micro and small loans was RMB171.1 million, up by RMB63.2
million, or 58.6%, from RMB107.9 million as at 31 December 2014.
Therefore, the impaired loan ratio, which reflects the quality of the
entire loan portfolio, increased from 2.6% as at 31 December 2014
to 3.8% as at 30 June 2015.

BEEER R

R-ZT—MF+=-_A=+—H HMEB
NREEBNNEERRAANELIELRRS
T TEERAFLERARBSEL &
AMBEERAES - {/)EERAFA
BHMBEHREMNE  BRELEBANE
SFMB - BB ENEREERIER
ReBHARARAEKMBAREEM AT E
BENEERERETAAFEZBAR
BEIERFHFDD  RBAQRHNERR]
BELERAZEEFHLERBLIBFEF
BARBERER  FIUARREE LY
ZEIEAEIEAEGE  RETHZEZE
FTEIREM AT A FIRR BRI o

B AATES KIS BRESEREE
SHEIMAA O B ISR A S
h & EIRIRE B 0T -

PREREH

BEELEEMPANELERARERE
MEMER RN =ZZT—AF A
B/ NMER&%EAARIBA53E
BEZZT—NFF+_A=+—H8BEAR
BT BINARM42E T - 1B1R
102% > Bt R -_ZE—RAFNA=+H
B EREBEREE /15 (ZF—NO
F+-—A=+—H:14)-

ZNa
=t
7T

FTEAREE

A ALLE TTEDRFENA - R
BERBMRABREAINK  FEEREER
FHBEABLEF - R-_ZE—HENA=ZT
B BMOBENIERBEAEARE
17118 R —NF+A=+—
B#HEARKI0O7TIEE L BRARE
63.28 & T - HWIRES8.6% ALt @ &R
EFHEARBRENREERLEHLH -
T—NE+ZHA=1T—HM2.6%ENE=
T-FFEANA=1THK3.8% °

Interim Report 2015
—E-AFHHERE

17



18

Management Discussion and Analysis

BEEERN W R

As both outstanding balance of impaired loans and impaired loans
ratio grew, we continued to adopt prudent accounting estimates
and increased the amount of allowances for impairment losses.
As at 30 June 2015, the provision rate of the micro and small
loan business was 5.8% (31 December 2014: 4.7%), while the
provision coverage rate of the micro and small loan business fell
from 179.0% as at 31 December 2014 to 154.2% as at 30 June
2015 as outstanding balance of impaired loans rose.

Interest and handling fee rate

During the six months ended 30 June 2015, the average interest
and handling fee rate of our micro and small loan business was
18.7%; while such rate for the six months ended 30 June 2014
was 19.4%. The decrease in the average interest and handling fee
rate was mainly due to a lower financing cost resulted from the
Group’s higher credit rating. To better serve SMEs, we lowered
the fee rates of the micro and small loans business to lower the
financing cost of SMEs.

Branch network

As at 30 June 2015, we have a total of 11 small loan subsidiaries,
which were located in Chongging, Chengdu, Tianjin, Shenyang,
Nanning, Changchun, Xi’an, Kunming, Guiyang, Nanjing and Harbin.
Typically, our licensed loan subsidiaries are only allowed to engage
in the provision of loan to borrowers within their own permitted
area (normally, in a particular city). Therefore, we believe that the
continuous expansion of our outlets would in general lead to an
expansion of our customer base and outstanding balance of loans.

Customer base

Due to the continuous expansion of the micro and small loans
network and a substantial rise in the utilization efficiency of capital,
the number of loan customers served for the six months ended
30 June 2015 grew by 4.0% to over 12,000 as compared with
that during the six months ended 30 June 2014. We had entered
into over 18,500 contracts of micro and small loans for the six
months ended 30 June 2015, representing an increase of 18.0%
as compared to that for the six months ended 30 June 2014.
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Management Discussion and Analysis

Distribution of loans by industry

As at 30 June 2015, most of our clients were engaged in wholesale
and retail, manufacturing and processing, construction, real
estates, leasing and commercial services and other industry, which
accounted for 48.2%, 24.3%, 8.1%, 8.0%, 3.5% and 7.9% of the
outstanding balance of micro and small loans, respectively.

Entrusted loan business

Entrusted loan business mainly includes capital business such
as our guarantee subsidiaries using their own capital and asset
management companies using its own capital to gain capital by
selling the benefit rights of loans under repurchase agreements,
which will then be reinvested in the entrusted loan business.

As at 30 June 2015, our entrusted loans balance was RMB3.03
billion, up by RMB860 million from RMB2.17 billion as at 31
December 2014, representing a growth of 39.6%. This was mainly
attributable to the use of our unutilized capital and the provision of
loans to clients who have lower credit risk and sufficient collateral
with our capital raised at a lower cost. During the six months
ended 30 June 2015, we have enhanced investigation evaluation
on existing customers and enhanced the management of collateral.
We have also strengthened protection measures in respect of
customers default. As for new customers, we enhanced our
approval standards in granting credits and raise the threshold of
credits for customers so as to strengthened on-site investigation of
risk of uncertainties. As for customers involving overdue loans and
impaired loans, we further improved the registration procedures for
collaterals so as to ensure full coverage of principals and interests.
We have also cooperated with independent manufacturers and
asset management companies to expedite the disposal of overdue
and impaired loans. For the six months ended 30 June 2015, we
disposed RMB287 million of impaired loans. Accordingly, there
was a significant decline in the outstanding balance of impaired
loans to RMB14.2 million as at 30 June 2015, representing an
substantial decrease of 88.2% from RMB120.4 million as at 31
December 2014.
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As at 30 June 2015, most of our entrusted loan clients were
engaged in construction, manufacturing and processing, wholesale
and retail, real estates, leasing and commercial services and other
industries, which accounted for 20.5%, 18.1%, 14.7%, 11.6%,
5.9% and 29.2% of our entrusted loans balance, respectively.

Internet Financial Services

At the beginning of 2015, we established an internet financial group.
Our internet financial business and our traditional financial business
complemented each other and developed together as an integrated
group. Currently, we provide services to clients through “Hanhua
Yun”, our asset information services platform and “Laitou”, our
integrated personal financial services platform.

“Hanhua Yun”, our asset information services platform

“Hanhua Yun” platform (www.hanhuayun.com) is a financial
asset information services platform developed and independently
operated by a wholly-owned subsidiary of the Company. “Hanhua
Yun” provides open, transparent, safe and highly effective financial
asset information services for financial service institutions with
strong overall competitiveness. By utilizing professional division
of labor and the principle of complimentary advantages, “Hanhua
Yun” platform can increase information sharing and information
flow between financial institutions, bringing a positive effect
to the enhancement of the value and expansion of inclusive
financial services and ultimately realizing the platform’s goal of
“reconstructing the value chain of inclusive finance transactions”.

“Hanhua Yun” leverages on the credit technology and risk
frameworks developed through our 10-year dedication to developing
inclusive finance and a nationwide offline service network. The
platform conducts professional assessment on the financial service
institution partners and select institutions with competitive strength,
standardized operations and sound management capabilities. All
financial institutions can conveniently and continuously issue or
receive various types of quality asset information and professional
value-added services. On “Hanhua Yun” platform, financers can
continuously and steadily receive capital at a reasonable cost
from various financing channels. Investors can obtain safer and
better investment opportunities. The problem of asymmetric
information exists between financial institutions and between
financiers and investors can then be minimized by “Hanhua Yun”
and can effectively lower the borrowing risk and financing cost,
and enhance the efficiency of internet investment and financing,
ultimately benefitting financers and investors.
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Currently, the core services that “Hanhua Yun” provides include
account management, asset information management and asset
information matching services. We will develop value-added
services such as asset evaluation and rating,supporting services to
product design and asset-backed securities products in the future.
Currently, we provide matching services for transactions through
our dedicated channel. We will develop various types of services
such as bids and online auction.

“Hanhua Yun” platform was launched on 28 December 2014. As at
30 June 2015, “Hanhua Yun” platform had 45 institutional partners,
including 25 financing institutions and 20 asset institutions. During
the six months ended 30 June 2015, the aggregate amount of
transactions was RMB1.27 billion.

“Laitou”, our integrated personal financial services platform

“Laitou” (www.laitou.cn) is our integrated personal financial services
platform. It provides integrated online wealth management service
to individual users.

“Laitou” leverages on the professional micro and small loans
technology and sound risk frameworks developed through our
10-year dedication, professional talents consisting of over 1,500
experts in credit business and our financing guarantee, small loan,
financial factoring service network that covers 27 provinces, cities
and autonomous regions. “Laitou” intends to build an open-end,
safe and efficient mode of operation, in order to provide multi-
functional, comprehensive and safe online financial services that
brings new experience to enterprises at all levels and individual
clients, ultimately benefitting SMEs and small-to-medium investors
and realizing effective allocation of financial assets.

“Laitou” was launched on 15 January 2015. The key products on
the platform are those involving the transfer of benefit rights and
small loan products that meet SMEs’ needs of investment and
financing. All subject amounts will be fully guaranteed for principal
and interest by credit institutions recognized by the Group. The
subject amount ranged from RMB50,000 to RMB5 million, with
terms vary from less than one month to 12 months. The average
annualized revenue contributed to individual investors ranged from
8.0% to 12.0%. As at 30 June 2015, “Laitou” has 2,497 registered
users and 636 real investors. The aggregate trading amount was
RMB90.16 million.
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Financial Factoring

Changjiang Factoring is the first professional company engaging in
financial factoring business with approval from financial regulatory
authorities in China. It provides integrated services of financial
factoring, bill factoring, commercial factoring, re-factoring, lease
factoring and international factoring on internet platform.

Changjiang Factoring provides financial solutions to the
existing clients. Meanwhile, it strives to promote collaboration
and consolidation of the industrial chain and facilitate orderly
development of corporations with innovative and comprehensive
financial products.

During the six months ended 30 June 2015, Changjiang Factoring
has realized aggregated transactions of RMB510 million. As at 30
June 2015, Changjiang Factoring has a total balance of assets of
RMB310 million and 50 existing projects, and achieved profit before
taxation of RMB11.7 million.

Capital Investment and Management

In early 2015, we started to engage in capital investment and
management business. We worked together with external
organizations that serve SMEs to raise capital by way of funds.
We provide small capital investment services to leading SMEs in
their respective industries with stable operating and management
teams and positive growth.

During the six months ended 30 June 2015, we have successfully
established a fund with RMB120.0 million cooperating with other
external investors which will be invested in SMEs.
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Management Discussion and Analysis

FINANCIAL REVIEW

Net fee and interest income

During the six months ended 30 June 2015, our net fee and interest
income was RMB908.0 million, which decreased by RMB99.0
million from RMB1,007.0 million for the six months ended 30
June 2014, representing a decline of 9.8%. This was due to the
combined effect of (i) a decrease of 10.1% in net guarantee and
consulting fee income; and (ii) a decrease of 9.5% in net interest
and handling fee income.

Net guarantee and consulting fee income

During the six months ended 30 June 2015, our net guarantee and
consulting fee income was RMB433.2 million, which decreased
by RMB48.9 million from RMB482.1 million during the six months
ended 30 June 2014, representing a decline of 10.1%. Of which:

e During the six months ended 30 June 2015, net guarantee
and consulting fee income generated from our bank financing
guarantee business was RMB368.5 million, decreased by
RMB79.2 million, from RMB447.7 million during the six months
ended 30 June 2014, representing a decline of 17.7%.
This was mainly attributable to our proactive adjustment
of operating strategies and financing institutions partners
to reduce our reliance on traditional financial institutions,
which caused the reduction in revenue generated from such
business;

e During the six months ended 30 June 2015, the net guarantee
and consulting fee income generated from our capital market
guarantee business was RMB14.5 million, up by RMB8.0
million from RMB6.5 million during the six months ended 30
June 2014, representing a 123.1% growth. This was mainly
attributable to the utilization of our brand reputation to expand
our investment and promotion in guarantee business, such as
guarantees for capital market bond issuances and guarantees
for capital preservation funds;
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e During the six months ended 30 June 2015, the guarantee
and consulting fee income generated from our other financing
guarantee businesses was RMB49.4 million, up by RMB21.9
million from RMB27.5 million for the six months ended 30
June 2014, representing a 79.6% growth. This was mainly
attributable to our adjustment of operating strategies, actively
strengthening of cooperation with new financial institutions
such as micro and small loan companies and financial lease
companies to provide guarantee services to a wider range of
customers.

Net interest and handling fee income

During the six months ended 30 June 2015, our net interest and
handling fee income was RMB474.8 million, decreased by RMB50.1
million from RMB524.9 million during the six months ended 30
June 2014, representing a decline of 9.5%. The decline was mainly
attributable to a combined effect of the decrease in interest and
handling fee income of micro and small loans and entrusted loans
and the increase in interest and commission expenses. Of which:

° During the six months ended 30 June 2015, interest and
handling fee income of our micro and small loan business
was RMB353.3 million, which decreased by RMB7.9 million
as compared with that during the six months ended 30 June
2014, representing a decline of 2.2%. This was mainly due to
the excess of the decline of average return rate of micro and
small loans over the growth of the average balance. Following
a decline of external financing cost and in response to the
call from the government to practically alleviate the problem
of financing being too expensive for SMEs, we lowered fee
rates of the micro and small loan business. Therefore, the
average interest and handling fee rate of our micro and small
loan business recorded a slight downward trend. During
the six months ended 30 June 2015, the average interest
and handling fee rate of the micro and small loan business
was 18.7% (during the six months ended 30 June 2014:
19.4%). During the six months ended 30 June 2015, the
monthly average balance of micro and small loan business
was RMB3,787.7 million, grew slightly by RMB73.8 million
from RMB3,713.9 million during the six months ended 30 June
2014, representing a growth of 2.0%;

Hanhua Financial Holding Co., Ltd.
BESEROGBERLA

e HEZFT-—RFXNA=ZFTHILEAMEA
HE - MO EMCREERREBES
WEREERNBRABARKL04E
BT BBE_Z—NEA=1H
IEARBERBHARK27T5EE L - 18
MAR21.98 87T - #H1879.6%
EX2EaRBmMARKE R *
FcaEHEMHE S rEES Ew/
HMERAR  BMEHERF  MERE
w R P RS IR M IERRT o

NERFHEEBFRA

HE-_Z—RFANA=ZTHLEAEAH
M BZANFERFEEFRARBARKE
ATABEBL  REE-_T—NENA=+
BiEANEABMEAMERFEEFRAAR
#5224 0B &L BRAOAREKS018ET
PRIE9.5% ° LB EBRNIHERMER
ERMHBENT S RFEE WA TREARAF
ERFEEIHIERARFEME - £ -

o HE—ZFT—AFAA=+THILAREAAR
HfE - BP0V HERFERFESE
WABARKESS3IHEEL REE—
T—OF XA =+H1E/5E A HFE R
DPARBETIBEE L KIE2.2% @
ZRARNMIER T W X TR
ERARFEHHEMNERBEEHA -
EINBRMERANTRENBERT - BT
BRERBNRELERE R/ NDER
EEMMBE  ROEZBRENHER
EBOREE  FERMIMIERE
BEAHFERFEBER—HZ/ER
fRige - BE_ZE—HEA=1H
LE7NE A B - DM E R EB N F
FMERFEBEERISTH (HE_ZT
—mFEASNA=Z+HBLENEA R
19.4%) c BE—E—HESA=1+H
LE7{E A B/ N E R ER A Fi9 4
HAAREI787.7TEETL  BEECZ
T—NEANA=THILENEAAEA
TR ARKS 713988 T /&
EIARB73.8EETT - 1#182.0% ;



Management Discussion and Analysis

During the six months ended 30 June 2015, interest and
handling fee income of our entrusted loan business was
RMB205.8 million, which decreased by RMB15.1 million
compared with that during the six months ended 30 June
2014, representing a decline of 6.8%. This was mainly due to
the excess of the decline of average return rate of the entrusted
loan over the growth of the average balance. Following a
reduction in external financing cost and in response to the
call from the government to practically alleviate the problem
of financing being too expensive for SMEs, we lowered fee
rates of the entrusted loan business. Therefore, the average
interest and handling fee rate of our entrusted loan business
recorded a slight downward trend. During the six months
ended 30 June 2015, the average interest and handling fee
rate of the entrusted loan business was 19.5% (six months
ended 30 June 2014: 23.2%). For the six months ended 30
June 2015, the monthly average balance of entrusted loan
business was RMB2,111.5 million, grew by RMB208.2 million
from RMB1,9083.3 million for the six months ended 30 June
2014, representing a growth of 10.9%;

During the six months ended 30 June 2015, interest income
relating to our cash in banks and restricted bank deposits was
RMB41.3 million, which remained stable as compared with that
during the six months ended 30 June 2014. We continued to
adopt more flexible cash management strategies and make
investment in fixed deposit and guaranteed principal return
wealth management products with relatively high returns on
the prerequisite of maintaining sufficient liquidity;

During the six months ended 30 June 2015, handling fee
and commission income generated from our internet financial
service was RMB1.3 million, which mainly included income
from the “Hanhua Yun” platform and “Laitou” platform that
provide services of issuing online information and matching
services for transaction; and
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° For the six months ended 30 June 2015, our interest and
commission expenses was RMB126.9 million, up by RMB28.5
million from the net interest and commission expenses of
RMB98.4 million for the six months ended 30 June 2014,
representing a growth of 29.0%. This was mainly attributable
to our cooperation with other financial institutions to establish
selling benefit rights of loans to raise capital and expand
financing channels, as well as using idle assets to receive more
capital to develop the loan business, which increased interest
and commission expenses.

Other income

During the six months ended 30 June 2015, income from other
businesses was RMB15.5 million, which increased by RMB10.0
million as compared with that for the six months ended 30 June
2014 and was mainly attributable to the receipt of more cash
subsidies from government institutions at various levels.

Provisions for guarantee losses

Provisions for guarantee losses are the estimates of sufficient
allowance for the credit guarantee business based on growth of our
guarantee portfolio and experience. For the six months ended 30
June 2015, provision for guarantee losses of RMB85.2 million was
reversed, which was mainly attributable to the constant contraction
of the overall credit guarantee business, particularly the decreasing
proportion of the bank financing guarantee business which we bear
lower credit risk, and the increasing proportion of capital market
guarantee business which we bear lower credit risk.

Provision rate reflects the amount of provision we have made for our
guarantee portfolio. Provision rate means provisions for guarantee
losses divided by the balance of the outstanding guarantees at the
end of the period. As at 30 June 2014, 31 December 2014 and 30
June 2015, the provision rates for our credit guarantee business
were 2.0%, 2.1% and 2.0%, respectively.
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Management Discussion and Analysis

Impairment losses

During the six months ended 30 June 2015, our impairment losses
were RMB283.4 million, which increased by RMB141.5 million
from RMB141.9 million for the six months ended 30 June 2014,
representing a growth of 99.7%, of which:

° Impairment losses for receivables for default payments grew
from RMB67.2 million for the six months ended 30 June 2014
to RMB188.6 million for the six months ended 30 June 2015,
which was mainly due to the increase in default payment
amounts of the guarantee business for the six months ended
30 June 2015, leading us to provide provisions; and

° Impairment losses for micro and small loans and entrusted
loans grew from RMB74.7 million for the six months ended 30
June 2014 to RMB94.8 million for the six months ended 30
June 2015, which was mainly attributable to the expansion on
the scale of two loan businesses, which caused us to increase
provisions for new loans according to portfolio standards. Also,
as the domestic economy faced greater downward pressure,
the balance of overdue loans and impaired loans rose slightly,
which caused us to increase specific provision for these loans.
As a result, the overall provision rates of the loan business as
at 30 June 2014, 31 December 2014 and 30 June 2015 were
4.4%, 4.6% and 4.7%, respectively.
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Administrative expenses

For the six months ended 30 June 2015, administrative expenses
was RMB421.6 million, which increased by RMB3.8 million as
compared with RMB417.8 million for the six months ended 30 June
2014, representing a 0.9% increase. This was mainly attributable
to business expansion which led to an increase in staff costs and
related operating expenses. For the six months ended 30 June
2015, we continued to adopt management measures to optimize
cost, and strictly controlled costs and expenses, which caused it
to remain relatively stable. Also, the project cost to administrative
cost ratio remained relatively stable and did not experience large
degrees of fluctuation. Of which:

1.  Excluding the employees’ remuneration arising from equity-
settled share-based payment, total employees’ remuneration
for the six months ended 30 June 2015 was RMB168.1 million,
increased by RMB30.1 million from RMB138.0 million for the
six months ended 30 June 2014, representing an increase of
21.8%. This was mainly attributable to business expansion
of all business groups (particularly financial factoring, internet
finance and micro and small loans business segment) that led
to an increase in the number of staff members. The number of
staff members increased from 1,662 on 31 December 2013 to
2,076 on 31 December 2014, and further increased to 2,260
on 30 June 2015, which caused salaries, bonuses, subsidies,
other benefits and related social insurance fees to increase;
and

2. Excluding the employees’ remuneration, other administrative
expenses for the six months ended 30 June 2015 was
RMB209.2 million, which decreased by RMB3.5 million
compared with that for the six months ended 30 June 2014,
representing a decline of 1.6%, which was mainly attributable
to (i) the decrease in taxable income such as guarantee and
consulting fee income and interest and handling fee income,
which caused a decrease in business taxes and surcharge
by RMB14.2 million; and (i) the increase in miscellaneous
expenses related to property lease and travel by RMB11.6
million due to the expansion of business.
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Management Discussion and Analysis

Profit before taxation and profit margin before taxation

For the six months ended 30 June 2015, profit before taxation was
RMB303.7 million, decreased by RMB109.2 million from RMB412.9
million for the six months ended 30 June 2014, representing a
decline of 26.4%. For the six months ended 30 June 2015 and
2014, the profit margin before taxation were 33.4% and 41.0%
respectively. The decline of profit before taxation was mainly
attributable to the combined effect of a decrease in net fee and
interest income, an increase in provisions for loan assets and
default payment receivable assets and an increase in operating
expenses.

Net profit and net profit margin

For the six months ended 30 June 2015, our net profit was
RMB218.5 million, decreased by RMB99.5 million from RMB318.0
million for the six months ended 30 June 2014, representing a
decline of 31.3%. For the six months ended 30 June 2015 and
2014, our net profit margin were 24.1% and 31.6% respectively.

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

Capital structure

As at 30 June 2015, our share capital was RMB4,600,000,000
comprising 3,430,000,000 domestic shares and 1,170,000,000 H
shares, both with a par value of RMB1.00 per share.

Liquidity and capital resources

We have funded our working capital and other capital requirements
primarily by equity contribution from shareholders, bank borrowings,
cash flows generated from operations and net proceeds from initial
public offering. Our liquidity and capital requirements primarily relate
to granting micro and small loans and entrusted loans, making
default payments, maintaining security deposits at banks and other
working capital requirements.
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We have raised approximately RMB1,438.6 million of proceeds
from initial public offering along with the partial exercise of the
over-allotment options, of which 70% of the funds were used by the
Company to increase the capital base of our micro and small loan
business, 20% were used to increase the capital base of our credit
guarantee business and 10% were used for product development
and working capital.

As at 30 June 2015, our cash and cash equivalent was RMB2,075.0
million.

Indebtedness

As at 30 June 2015, our total outstanding borrowings amounted
to RMB2,671.6 million.

Off-Balance sheet arrangements

We are a party to guarantee contracts with off-balance-sheet risk
in the ordinary course of our business. The contract amount reflect
the extent of our involvement in the credit guarantee business and

also represent our maximum exposure to credit loss. As at 30 June
2015, our outstanding guarantee totaled RMB21,074.7 million.

Except for the above disclosure, we have no other off-balance
sheet arrangements.

Exposure to foreign exchange risk

The Group conducts its business transactions principally in RMB
and is therefore not exposed to material foreign exchange risks.

Major investment

The Group had no major investment during the six months ended
30 June 2015.
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Major acquisition and disposal

The Group had no major acquisition and disposal for the six months
ended 30 June 2015 and has no plans to make any substantial
investment in or acquisition of capital assets in the future.

Pledge of assets

The Group’s buildings held for own use with the balance of
RMB201.5 million as at 30 June 2015, are pledged as collateral
under loan agreements with commercial banks.

Contingent liabilities

Except for the off-balance sheet arrangements disclosed on page
30, the Group had no other significant contingent liabilities as at
30 June 2015.

INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend for the
six months ended 30 June 2015.

HUMAN RESOURCES

The total number of staff within the Group as at 30 June 2015 and
30 June 2014 was 2,260 and 1,861 respectively. The Company
continues to recognize and reward its staff according to the
standards as set out in the prospectus of the Company dated 3
June 2014.
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DIRECTORS’, CHIEF EXECUTIVES’ AND
SUPERVISORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2015, the interests or short positions of the Directors,
chief executives of the Company and supervisors of the Company
(the “Supervisors”) in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFO”)) which were required, (a) 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 are
taken or deemed to have under such provisions of the SFO); or (b)
to be recorded in the register required to be kept under section
352 of the SFO; or (c) to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) contained in the
Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) were as follows:
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Interests in the Company

Other Information
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() REQXFTNEZR

Approximate

Approximate

percentage percentage
in relevant in total
class of share share capital
No. of shares (%) ®@ (%) @
Name of held (shares) EEBRS ERAEY
shareholder Position Class of share Nature of interests BERAEE BRIZHH ZBH
RREE B kRl BHtE () BA(%) @ BAt(%)©
Tu Jianhua Director Domestic Share Interests of controlled 1,472,458,628 42.93 32.01
REED £ NER corporation/others (Long position)
R EEER (#2)
Hith
Wang Fangfei® Director Domestic Share Interests of controlled 231,632,653 6.75 5.03
TEE £ NEK corporation (Long position)
RErERER (H8)
Zhang Guoxiang®  Director Domestic Share Beneficial owner/ 273,038,709 7.96 5.94
REIFC £ AR Interests of controlled  (Long position)
corporation (48)
ExkaAN/
REiERR
Liu Jiaoyang Director Domestic Share Beneficial owner 441,159 0.01 0.01
255 £z NER ExEAA (Long position)
(#8)
Liu Bolin® Director Domestic Share Interests of controlled 120,000,000 3.50 2.61
2R £ NER corporation (Long position)
RIEEER (#2)
Zhou Daoxue Supervisor Domestic Share Beneficial owner 80,145,918 2.34 1.74
FiEZ Ex NE K ERBBA (Long position)
(H8)
Li Ruping Supervisor -~ Domestic Share Beneficial owner 2,205,795 0.06 0.05
M B NE K ERHEEA (Long position)
(H8)
Chen Zhonghua Supervisor ~ Domestic Share Beneficial owner 441,159 0.01 0.01
B B NER ExEEA (Long position)
(#8)
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Notes:

Mr. Tu Jianhua directly holds 98% of the equity interest of
Loncin Group Co., Ltd. (“Loncin Group”), which directly holds
98% of the equity interest of Loncin Holdings Co., Ltd. (“Loncin
Holdings”). Mr. Tu Jianhua also directly holds 2% of the remaining
equity interest of Loncin Holdings. Accordingly, Mr. Tu Jianhua is
deemed to be interested in the 1,202,188,780 Domestic Shares
held by Loncin Holdings. Based on the voting arrangement
with Chongaging Huitai Investment Co., Ltd. (“Huitai”), Mr. Tu
Jianhua is deemed to be able to exercise the voting rights of the
270,269,848 Domestic Shares held by Huitai.

Ms. Wang Fangfei directly holds 55% of the equity interest of
Chonggqing Jiulong Investment Co., Ltd. (“Chongging Jiulong”),
which directly holds 231,532,653 Domestic Shares. Accordingly,
Ms. Wang Fangfei is deemed to be interested in the 231,532,653
Domestic Shares held by Chongging Jiulong.

Mr. Zhang Guoxiang directly holds approximately 62.1% of
the equity interest of Huitai, which directly holds 270,269,848
Domestic Shares. Accordingly, Mr. Zhang Guoxiang is deemed to
be interested in the 270,269,848 Domestic Shares held by Huitai.
Mr. Zhang Guoxiang also directly holds 2,768,861 Domestic
Shares.

Mr. Liu Bolin directly holds 75% equity interest of Sichuan
Hongrun Trading Co., Ltd., which directly holds 120,000,000
Domestic Shares. Accordingly, Mr. Liu Bolin is deemed to be
interested in 120,000,000 Domestic Shares held by Sichuan
Hongrun Trading Co., Ltd.

As at 30 June 2015, the issued Domestic Shares and the H
shares of the Company (“H Shares”) were 3,430,000,000 shares
and 1,170,000,000 shares, respectively.

As at 30 June 2015, there were 4,600,000,000 shares of the
Company in issue.
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(ii)

Save as disclosed above, as at 30 June 2015, none of
the Directors, the chief executives of the Company or the
Supervisors had any interests or short positions in any shares,
underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of
SFO) which are required (a) 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 are
taken or deemed to have under such provisions of the SFO);
or (b) to be recorded in the register required to be kept under
section 352 of the SFO; or (c) to be notified to the Company
and the Stock Exchange pursuant to the Model Code.

Interests in associated corporations

None of the Directors, the chief executives of the Company
or the Supervisors had any interests or short positions in
any shares, underlying shares and debentures of associated
corporations (within the meaning of Part XV of SFO) of the
Company.

(ii)
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SUBSTANTIAL SHAREHOLDERS’ INTEREST
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2015, the persons (not being a Director, chief
executive of the Company or Supervisor) or corporations had
interests or short positions in the shares or underlying shares of
the Company which are required to be notified to the Company
and the Stock Exchange under Divisions 2 and 3 of Part XV of the
SFO and recorded in the register required to be kept under section
336 of the SFO and who were directly and/or indirectly deem to
be interested in 5% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general
meetings of the Company are listed as follows:

FERRARDREBRG 2=
/Kﬁ

RZF-—RFRNA=ZTH  RARBZK
1"?2*@?@%( hEAREE %%&Hsﬁfﬂﬂﬁll

EXVERE2 K373 BF A R A 1 &) Ko b 22 By %
%Z*/Em‘}z B )S@E)\*ETF %&Hﬁ‘b
[P 336 IRAETF 2 B AL A 2 et sk
B &%&E&&/ﬁf‘ﬁ?ﬂﬁf’?ﬁ“%‘ﬁ%ﬂ
AREABERATEARBBRRAGRE
Tﬂﬂ%ﬁ\%wﬁzﬁz&@qﬂ}%ES%&MJ:Z%
B2 AL (LHFARBEE HFRTHRAE
HEF) HAFIEHMT

Approximate Approximate

percentage percentage

in relevant in total

class of share share capital

No. of shares (%) (%) ©

Name of held (shares) LEBERG ERAAY

shareholder Class of share Nature of interests FERAEE HRIZHH ZHA

RRER MR A3 5 BEME () BA(%) @ BA(%)®

Loncin Holdings!" Domestic Share Beneficial owner/ 1,472,458,628 42.93 32.01
BEERY NER others (Long position)
ExEEAN/ Bt (#2)

Loncin Group® Domestic Share Interests of controlled 1,472,458,628 42.93 32.01
BEEEEC NER corporation/others (Long position)
R EBER /it (H8)

Huitai Domestic Share Beneficial owner 270,269,848 7.88 5.88
2% NER ExEBA (Long position)
(H8)

Chongging Jiulong Domestic Share Beneficial owner 231,632,653 6.75 5.03
EENE NER EuEBA (Long position)
(#2)

Wang Mingyue Domestic Share Beneficial owner 269,824,593 7.87 5.87
T8 A AE R EREEA (Long position)
(HH8)

Hanhua Financial Holding Co., Ltd.
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Notes:

Loncin Holdings directly holds 1,202,188,780 Domestic Shares. Based
on the voting arrangement with Huitai, Loncin Holdings is deemed to
be able to exercise the voting rights of the 270,269,848 Domestic
Shares held by Huitai.

Loncin Group directly holds 98% of the equity interest of Loncin
Holdings, which directly holds 1,202,188,780 Domestic Shares.
Accordingly, under the SFO, Loncin Group is deemed to be interested
in the 1,202,188,780 Domestic Shares held by Loncin Holdings. Based
on the voting arrangement with Huitai, Loncin Group is deemed to be
able to exercise the voting rights of the 270,269,848 Domestic Shares
held by Huitai.

The 1,472,458,628 Shares held by Loncin Group and Loncin Holdings
are of the same interest and duplicated each other.
As at 30 June 2015, the issued Domestic Shares and the H Shares

were 3,430,000,000 shares and 1,170,000,000 shares, respectively.

As at 30 June 2015, there were 4,600,000,000 shares of the Company
in issue.
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DIRECTORS’ CHIEF EXECUTIVES AND
SUPERVISORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

None of the Directors, chief executives nor Supervisors or any
of their respective associates was granted by the Company or
its subsidiaries any right to acquire shares or debentures of the
Company or any other body corporate, or had exercised any such
right during the six months ended 30 June 2015.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2015, there was no purchase,
sale or redemption of any listed securities of the Company by the
Company or any of its subsidiaries.

AUDIT COMMITTEE AND REVIEW OF INTERIM
RESULTS

The audit committee of the Company (the “Audit Committee”)
comprised two independent non-executive Directors, namely Mr.
Qian Shizheng and Mr. Yuan Xiaobin and one non-executive
Director, Ms. Liu Jiaoyang. Mr. Qian Shizheng is the chairman of
the Audit Committee. The unaudited consolidated interim financial
information for the six months ended 30 June 2015 and this
interim report has been reviewed by the Audit Committee. This
interim financial report has been prepared in accordance with the
applicable disclosure provisions of the Listing Rules, including
compliance with Hong Kong Accounting Standard 34, Interim
financial reporting, issued by the Hong Kong Institute of Certified
Public Accountants (HKICPA).

The interim financial report is unaudited, but has been reviewed
by KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued by the
HKICPA.
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CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of
corporate governance and has steered its development and
protected the interests of its shareholders in an enlightened and
open manner.

The Board comprises two executive Directors, eight non-executive
Directors and five independent non-executive Directors. The Board
has adopted the code provisions (the “Code Provisions”) of the
Corporate Governance Code as set out in Appendix 14 to the
Listing Rules. For the six months ended 30 June 2015, the
Company has complied with the Code Provisions except for the
following deviation:

Code Provision A.2.1

Code Provision A.2.1 stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed
by the same individual.

Mr. Zhang Guoxiang (“Mr. Zhang”) is currently performing both
the roles of chairman and president of the Group. Taking into
account that Mr. Zhang has been serving in the Group since
its establishment in 2004 and the key roles that Mr. Zhang and
the management team have been assuming, as well as his high
commitment to the setting up and management of the business
operation and business decision of the Company and the strategic
development plans of the Group. The Board considered that the
roles of chairman and president being performed by Mr. Zhang
enables more effective and efficient overall business planning,
decision making and implementation thereof by the Group. In order
to maintain good corporate governance and fully comply with the
Code Provisions, the Board will regularly review the need to appoint
different individuals to perform the roles of chairman and president
separately.

Other Information

Htn&E#

EER

ARA—ERAEBENELEEA - WU
BIREFIBI AV IE 2 R R B R R R R
S -

EZCeHMBNTES  \BHFRTES
RAZBYFATEFTMEAR - EFEER
MBI EMAR RIS OANEEER
STRIEY S RIS (TSP RIMEXC)) - BEZF
—RFEANA=ZTHLEANEAR  BTIRRE
BN ARAEETTRIERX

SFAMEX EA2.11%

STRIMGRSCBA 2 MR E EF RITHAREL
AeNESEEY BT EHE-ALH
£

sREIFESE A (TREA)) RABEEREE
EERFAEHBML - ZEIRELEBLE
BR _ETWFER AR —BEERAEET
F HEGREREER —BEREEEA
& BTOoRARARRRBEFENKZL
HEE BRRERAEEERORE
N EZERREETRFEEBLARS
THEEFDAKENEBRBEBKRE - FL
RBEITRRERAREAYE - KREEN
ERALARETARRESEREMERN
EAKENRENS - RREFBRIEMHEE
ERLEEET TR EFEEHEM
EHRETRALEBETESR LA
BUNTE -

Interim Report 2015
—E-AFHHERE

39



40

Other Information

Hts &R

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of practice for
carrying out securities transactions by the Company’s Directors
and Supervisors. After specific enquiry with all members of the
Board and Supervisors, they have confirmed fully compliance with
the relevant standards stipulated in the Model Code during the
six months ended 30 June 2015.

CHANGES OF INFORMATION OF DIRECTORS
AND SUPERVISORS

Former Executive Director Mr. Lin Feng resigned on 17 March 2015
as he needs more time to handle other business. The Company
passed a resolution to appoint the executive president and one
of the joint company secretaries Mr. Cui Weilan as an executive
Director at the 2014 annual general meeting held on 27 May 2015 in
accordance with the Company Law and the Articles of Association.

Save as disclosed above, the Directors and Supervisors confirmed
that there is no information which is discloseable pursuant to the
requirements under Rule 13.51B of the Listing Rules.

INTEREST OF DIRECTORS AND SUPERVISORS
IN A COMPETING BUSINESS

None of the Directors, the Supervisors or the management
shareholders and their respective associates had an interest in a
business which competes or may compete with the business of
the Group.

CHANGE OF SECRETARY TO THE BOARD AND
JOINT COMPANY SECRETARY

Mr. Cui Weilan, the secretary to the Board, one of the joint company
secretaries and executive Director, has resigned as the secretary to
the Board and joint company secretary but continues to serve as
an executive Director as he needs to devote more time to business
development of the Company. The Company passed a resolution to
appoint Mr. Ren Weidong as the secretary to the Board and a joint
company secretary of the Company at the 25th meeting of the first
session of the Board held on 28 August 2015 in accordance with
the Company Law and the Articles of Association. The resignation
of Mr. Cui Weilan and the appointment Mr. Ren Weidong of shall
be effective on 18 September 2015.
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EVENTS DURING THE REPORTING PERIOD

(1) Listing of the first tranche of domestic corporate

bonds

The Company commenced the issuance of the first tranche of
corporate bonds of an aggregate amount of RMB1.5 billion (the
“Bonds”) on the Shanghai Stock Exchange on 8 June 2015,
which was completed on 12 June 2015. The pre-determined
issuance size for online public investors accounted for 2% of
the total issue size of the Bonds, i.e. RMB30,000,000, and
actual issue size was RMB2,753,000, accounting for 0.18% of
the total issue size of the Bonds; the pre-determined issuance
size for offline institutional investors accounted for 98% of
the total issue size of the Bonds, i.e. RMB1,470,000,000 and
the actual issue size was RMB1,497,247,000, accounting for
99.82% of the total issue size of the Bonds. The coupon rate
was 6.10%.

On 7 July 2015, the Bonds were listed for trading on the
Shanghai Stock Exchange. The Bonds, being approved by
the China Securities Regulatory Commission, are first of its
kind in public issuance conducted by a small loan company in
the PRC, with a term of five years from the date of issuance.
The Bonds were issued to both online public investors and
offline institutional investors and raised RMB1.5 billion, which
provided a strong support to the business development of
the Company.
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(2) The Company was approved to implement the Share

Incentive Scheme

On 27 May 2015, the 2014 annual general meeting of the
Company considered and approved the Proposal on the Grant
of Bonus in the form of Shares in Open Market to the Senior
and Middle to Senior Management of the Company under the
Share Incentive Scheme (the "Scheme"), a medium and long-
term incentive scheme.

The scope of participants includes the senior management
and middle to senior management of the Company or its
subsidiaries or branches upon the implementation of the
Scheme. Independent non-executive Directors, Supervisors
and shareholders holding 5% or more of the equity interests in
the Company and their associates are excluded from the scope
of participants under the Scheme. The list of participants and
the proportion of allocation shall be determined by the Board
or its authorised institution and reviewed by the Supervisors
of the Company. The source of shares of the Scheme is
the issued public shares of the Company in the H shares
market, and such shares are acquired through dealings in
the open market. The source of funds is the incentive fund
accumulated in the Company by the participants (comprised
of the portion of year-end performance-related remuneration
of the participants). Participants of the Scheme can elect to
contribute 40% to 100% of their annual performance related
remuneration to the share incentive fund and the total amount
of funds under the Scheme during its validity period shall
not exceed the total share incentive fund contributed by the
participants. It is expected that the total amount of fund under
the Scheme for 2014 is no more than RMB10 million.
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The validity period for purchasing H Shares under the Scheme
is from the date of approval by the shareholders' general
meeting to 31 December 2017. The total number of underlying
shares involved is the number of H Shares corresponding to
a total value of no more than total value of the incentive fund
based on the prevailing market price of the H Shares on the
date of purchase and the allocation to each participant is
determined based on the corresponding proportion of value
of the total incentive fund to which such Participant is entitled.
The price of shares is the prevailing market price of H Shares
on the purchase date.

By order of the Board of

Hanhua Financial Holding Co., Ltd.*
Zhang Guoxiang

Chairman of the Board

28 August 2015

*

For identification purpose only
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Independent Review Report

BYERA®RE

For the six months ended 30 June 2015 — unaudited e HiE —E—RFE,NA=THIENEAR — R EZ

(Expressed in RMB) (A A R¥Z17R)

cbnsc

Review report to the board of directors of Hanhua Financial
Holding Co., Ltd.

(A joint stock company incorporated in the People’s Republic of
China with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages 46
to 100 which comprises the consolidated statement of financial
position of Hanhua Financial Holding Co., Ltd. (the “Company”) and
its subsidiaries (collectively the “Group”) as at 30 June 2015 and the
related consolidated statement of profit or loss, statement of profit
or loss and other comprehensive income and statement of changes
in equity and condensed consolidated cash flow statement for the
six months period then ended and explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited require the preparation of an interim financial report
to be in compliance with the relevant provisions thereof and Hong
Kong Accounting Standard 34, Interim financial reporting, issued
by the Hong Kong Institute of Certified Public Accountants. The
directors are responsible for the preparation and presentation of the
interim financial report in accordance with Hong Kong Accounting
Standard 34.

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

BYER®RE

For the six months ended 30 June 2015 — unaudited e E —E—RE,NA=THIEANEA — REHEZ

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial report as at 30 June 2015
is not prepared, in all material respects, in accordance with Hong
Kong Accounting Standard 34, Interim financial reporting.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

28 August 2015
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Unaudited Consolidated Statement of Profit or Loss

AREZNESHHERR

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
(Expressed in Renminbi (‘RMB”)) (M AR (T AR®]) %1I7R)

Six months ended 30 June
BZEANA=1tHIXEAR

2015 2014
—E-—REF —E—E
Note RMB’000 RMB’000
i3 AR¥Fr AREFT
Guarantee and consulting EREFAEWRA 433,913 482,877
fee income
Re-guarantee expenses BERER (746) (742)
Net guarantee and consulting EREERAEFIRA 433,167 482,135
fee income
Interest and handling fee income MERFEEWRA 601,727 623,278
Interest and commission expenses MERFEESH 4 (126,889) (98,430)
Net interest and handling FERFEEFRA 474,838 524,848
fee income
Net fee and interest income FBFEEBERANEWA 3 908,005 1,006,983
Other income Hilg A 15,490 5,420
Reversal/(provisions) for guarantee losses #[8] /(5112) 7 3| &7 85,197 (39,881)
EREEHS
Impairment losses BERER% 3 (283,405) (141,855)
Administrative expenses XGELERE (421,586) (417,759)
Profit before taxation BiATAE 4 303,701 412,908
Income tax FT{S i 5 (85,180) (94,864)
Profit for the period HA 9 A1 218,521 318,044
Attributable to: BER:
Shareholders of the Company ZIN/NGT 3 207,745 256,040
Non-controlling interests JEIE M RE RS 10,776 62,004
Profit for the period HAA FE 218,521 318,044
Earnings per share FR =
Basic and diluted EARRME 7 0.05 0.07
(RMB) (&B|EMABARET)

The notes on pages 54 to 100 form part of this interim financial

report.

Hanhua Financial Holding Co., Ltd.
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Unaudited Consolidated Statement of Profit or Loss and Other Comprehensive Income

AREERNEHERRAMGERER

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA

(Expressed in RMB) (LA A R¥517R)

Six months ended 30 June

BEANA=THILAEA

2015 2014
—E-HF —T—mEF
RMB’000 RMB’000
AR¥FT AR For
Profit for the period HA A A5 218,521 318,044
Other comprehensive income HMREMEE K
for the period (after tax and (BRBRELESH
reclassification adjustments): DHEFARE)
ltem that may be reclassified AR B n R R
subsequently to profit or loss: BmMIEE -
Available-for-sale financial assets: AtHELREE - 588 111
net movement in the fair NREE
value reserve Ho)FEE
Total comprehensive income HRZEWEST 219,109 318,155
for the period
Attributable to: BER
Shareholders of the Company iN/NE] 33 208,333 256,151
Non-controlling interests eSS 10,776 62,004
Total comprehensive income HREEWEE 219,109 318,155

for the period

The notes on pages 54 to 100 form part of this interim financial

report.
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Unaudited Consolidated Statement of Financial Position
KRB E CEI AR &R

At 30 June 2015 ¢ RA=—E—FEA=1H

(Expressed in RMB) (A A R¥Z17R)

At 30 June At 31 December
RAA=+H RTZH=+—H
2015 2014
—E-0F —EF-mEF
Note RMB’000 RMB’000
izt AR¥Fr AREFT
Assets BE
Cash and cash equivalents EEkES 8 2,075,007 2,531,112
Restricted bank deposits FHERRES 1,645,530 2,124,465
Trade and other receivables P L T EL At e M K TR 9 597,313 404,309
Receivables for factoring business  fEULIFIE FIE 43,541 -
Loans and advances to customers R E R L E#ZK 10 7,205,148 5,997,175
Available-for-sale financial assets HESHEE 11 173,625 157,841
Property, plant and equipment ME - BB M RE 12 405,534 386,740
Intangible assets EEE 4,423 4,709
Goodwill EES 1,470 -
Repossessed assets BEEE 43,470 16,204
Deferred tax assets RIEFTSIREE 20 307,798 315,797
Total assets EEHAG 12,502,859 11,938,352
Liabilities aE
Interest-bearing borrowings SEEXR 13 1,183,490 815,607
Financial assets sold under EHEELSHEE 14 1,354,972 2,182,446
repurchase agreement
Liabilities from guarantees ERERE 15 670,417 912,160
Customer pledged deposits GEARES 16 23,230 27,105
Accruals and other payables FEET N E At FE A 5RIR 17 337,704 276,400
Current tax liabilities EHMENAaRE 106,370 148,213
Debts securities issued R ES 18 1,488,116 -
Total liabilities 8EE 5,164,299 4,361,931
NET ASSETS FEE 7,338,560 7,576,421

Hanhua Financial Holding Co., Ltd.
RESEROERAH



Unaudited Consolidated Statement of Financial Position (continued)
AEEZNES O BEMR AT (&)

At 30 June 2015 ¢ R=—ZE—FHENA=1H

(Expressed in RMB) (JAA R¥517R)

At 30 June At 31 December
RAA=+H RTZH=1T—H
2015 2014
—F-1% —TlF
Note RMB’000 RMB’000
Hrat AR¥F T ARMEF T

CAPITAL AND RESERVES EARR#E 21
Share capital %N 4,600,000 4,600,000
Reserves HE 2,058,577 2,265,914
Total equity attributable to AT R REME R A4 58 6,658,577 6,865,914

shareholders of the Company

Non-controlling interests JEiEFI RS 22 679,983 710,507
TOTAL EQUITY A 7,338,560 7,576,421

Approved and authorised for issue by the board of directors on
28 August 2015.

RKEFEREREER-_FT—12FN\A
ity WANE RIE 3

Name: Zhang Guoxiang Name: Ren Weidong
Position: Chief Financial Officer

ERR
BEREMEE

Position: Chairman of the Board
[k
EFgTE

The notes on pages 54 to 100 form part of this interim financial
report.
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(Company stamp)
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Unaudited Consolidated Statement of Changes in Equity
AEERNEHRREREBR

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
(Expressed in RMB) (A A R¥Z17R)

Attributable to shareholders of the Company

ADRREREAER
Non-
Share Share Capital Surplus General  Retained controlling Total
capital  premium reserve reserve reserve  earnings  Subtotal interests equity
—RER AOR FEHH KR
Bk ROEE EAAR  BHAR 4] i) it Bs  E&Ai
RMB'000  RMB'O00  RMB'000  RMB'000  AMB'000  RMB'000  RMB'000  RMB'000  RMB'000
NRETT ARETr ARETT ARETr ARETr ARETT AREFT AREFT AREFT
Note 21(b)  Note 21(c)() Note 21(c)fi) Note 21(c)fii) Note 21(c)(i) Note 22
Mot WEonel) Wz Mo Ao 7
Balance at R-E-%F 4,600,000 1,275,348 264,879 - 215510 510,177 6865914 710,507 7,576,421
1 January 2015 -A-BHEE
Changes in equity HE-E-T%
for the six months ended ~B=1H
30 June 2015: LtRERNERRD
Profit for the period B > o = - - 207,745 207,745 10,776 218,521
Other comprehengive income  EfbfFA M - - 588 - - - 588 - 588
Total comprehensive income LAlEA - - 588 - - 207,745 208,333 10,776 219,109
Faquity-settled share-based NEREZ RSN - - 44330 - - - W30 - 4433
payment (Note 19) (it19)
Capital injection in HER AR - - - - - - - 3,500 3,500
subsidiaries from EmiE
non-controling interests
Cash dividends paid to RARARER[Z = = = = - (460,000)  (460,000) - (460,000)
the equity shareholders Behks
of the Company
Cash dividends paid to REEiE 3 - - - - - - - (448000  (44,800)
non-contralling interests T RERE
Balance at WZE-1E 4,600,000 1,275,348 309,797 - 215510 257,922 6,658,577 679,983 7,338,560
30 June 2015 AAZTRBER

Hanhua Financial Holding Co., Ltd.

BESEROERAA



Unaudited Consolidated Statement of Changes in Equity (continued)

ARBRNEHRREZSBR (&)

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB) (LA A R¥517R)

Attributable to shareholders of the Company

ARARERANELR
Non-
Share Share Capital Surplus General  Retained controlling Total
capital  premium reserve reserve reserve eamings Subtotal interests equity
—kEk AR SRl e
Bx ROEE  AARE  RBLE i T Izt Ba  Emen
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
NEEFE NEETT AREFT AEETr AREFT ARETT ARETT AREFT AREFR
Note 21(b) - Note 21(c)fil  Note 21(c)fi) Note 21(c)(ii) Note 21(c)(iv) Note 22
oty mE2ne)) Wiz Mol AEenonm) Hiitoo
Balance at 1 January 2014 RZE-m% 3430000 964,676 143897 - 180009 113676 4832258 626,101 5458359
__________________ A .
Changes in equity for HE-Z-NF
the six months ended ~A=TRLENER
30 June 2014: WERZE:
Profit for the period il = - - - - 256040 256,040 62,004 318,044
Other comprehensive income Htrira - - 111 = = = 111 = 11
Total comprehensive income Galmad - - 111 = - 26040 256,151 62,004 318,155
Issuance of new shares BTk 1,150,000 262,882 - = = - 1,412,882 - 1412882
Equity-settled share-based NERESHRAZA - - 67,083 = - - 67,063 - 67,063
payment (Note 19) (Hi#19)
Capital injection in subsidiaries B AR e - (28240) - = = - (28248) 211,807 183,651
from non-controlling interests e
Cash dividends paid to M R 2 - = = = = - - (802) (28,029
non-controlling Interests BehkE
Balance at 30 June 2014 RIE-IE 4,580,000 1,199,312 211,071 = 180,009 369,716 6,540,108 871,977 7,412,085
NAZTREES

Interim Report 2015
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Unaudited Consolidated Statement of Changes in Equity (continued)
AEBRNEORREREE K (F)

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
(Expressed in RMB) (A A R¥Z17R)

Attributable to shareholders of the Gompany

ARARERE AR
Non-
Share Share Capital Surplus General Retained controlling Total
capital  premium reserve reserve resenve eamings Subtotal interests equity
—f FEHE REER
R RIEE  AARE  REOR  ERERE AAEAE It s CE
RMB'O00  RMB'O00  RAMB'000  RMB'000  AMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
NEEFE NEETT AREFT AEETr AREFT ARETT ARETT AREFT AREFR
Note 21(b)  Note 21(c)() Note 21(c)fi) Note 21(c)fii) Note 21(c)(i) Note 22
Heonp) Mool  mEznehy Mo KEziy itz
Balance at1 January 2014 ~ W=®-ME-A-H 3430000 964676 143,807 - 180,000 113676 4832258 626,101 5458,359
MR
Changes in equity for 2014: REE-MENERES
Profit for the year Rl = = = - - 432002 432,002 75,422 507,424
Other comprehensive income R Al - - 11 - - - 111 - 111
Total comprehensive income FENERT - = 111 = - 430002 432,113 75422 507,53
Issuance of new shares ROHRG 1,170,000 268,593 - - - - 1,438,593 - 1438593
Fauity-settled share-based WEREENRAR T - - 120871 - - - 120871 - 120871
payment (Note 19) (fit19)
Purchase equity interest from WS R R IR E - (13,169) - - - - (13,168)  (177,487) (190,650
non-controlling interests
Busingss combination under SEAREAITOERAHK - - - - - - - 30,000 30,000
non-common control
Capital injection in subsidiaries from B A e S 2% - 55,242 - - - - 55042 198408 253,650
non-controlling interests iy
Appropriation to general reserve  AA—RERER - - - - 35,501 (35,501) - = =
Cash dividends paid to MR R 2 = = = = - - - W% (41,997)
non-controlling interests R
Balance at 31 December 2014 ~ W=E-ME+=A 4600000 1,275,348 264,879 - 215510 510177 6865914 710507 7,576,421
ST-RbE

The notes on pages 54 to 100 form part of this interim financial

report.
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Unaudited Condensed Consolidated Cash Flow Statement

REEEZE

AEHRERER

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA

(Expressed in RMB) (LA A R¥517R)

Six months ended 30 June

BEAA=THLAEA

2015 2014
—E-hfF —T-mE
RMB’000 RMB’000
AR®FT ARKTFor
Operating activities RETER
Cash used in operations KERESFAMNERS (734,860) (483,349)
PRC income tax paid Ay R B TS A5 R (122,741) (128,659)
Net cash used in operating activities R& ZEFTARE ST (857,601) (612,008)
Investing activities RETEE
Proceeds from sale of investments W R &S IA 146,117 95,378
Payment for the purchase of property, SHNBEME  BMEMERER (42,410) (46,054)
plant and equipment and HiFERENEEMFIA
other non-current assets
Payments on acquisition of investments Sz 1% B HI A (162,470) (135,378)
Net cash used in investing activities RE&EEZEMARL TS (58,763) (86,054)
Financing activities gE5TH
Proceeds from issuance of new shares 1T XA P85k 18 - 1,476,741
Net (decrease)/increase of financial REELHELESREE (827,474) 849,012
assets sold under repurchase FTEsI8F CRd),/ Hin
agreement
Net increase/(decrease) of FHEMEFOFEM, (R 367,883 (314,000)
interest-bearing borrowings
Net proceeds from the issuance of BITEFSRIEFE 1,488,000 -
debt securities
Capital injection from JEIE SIS R E B 3,500 183,651
non-controlling interests
Dividends paid to equity MARARREZ R E (460,000) -
shareholders of the Company
Dividends paid to non-controlling [\ FEAE i) [ R ok ST S IR B (43,968) -
interests
Other cash flows used in financing BREBTEMEMIBER (66,719) (111,224)
activities
Net cash generated from EETHEENRESTE 461,222 2,084,180
financing activities
Net (decrease)/increase in cash EBELEL /(M) FE (455,142) 1,386,118
and cash equivalents
Cash and cash equivalents —B—BHEES 2,531,112 940,545
at 1 January
Effect of foreign exchange HNEEZRSETE (963) -
rate changes
Cash and cash equivalents NAZTHE¥ES 2,075,007 2,326,663

at 30 June

The notes on pages 54 to 100 form part of this interim financial

report.
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Notes to the Unaudited Interim Financial Report

N

BRI E MEE

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 of Hong Kong
Limited, including compliance with Hong Kong Accounting
Standard (“HKAS”) 34, Interim financial reporting, issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”). It was authorised for issue on 28 August 2015.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2014 annual
financial statements, except for the accounting policy changes
that are expected to be reflected in the 2015 annual financial
statements. Details of any changes in accounting policies are
set out in Note 2.

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

This interim financial report contains consolidated financial
statements and selected explanatory notes. The selected
explanatory notes are included to explain events and
transactions that are significant to an understanding of the
changes in financial position and performance of the Group
since the 2014 annual financial statements. The consolidated
interim financial statements and notes thereon do not include
all of the information required for a complete set of financial
statements prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”).

The interim financial report is unaudited, but has been reviewed
by KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued by
the HKICPA.

The financial information relating to the financial year ended 31
December 2014 that is included in the interim financial report
as comparative information does not constitute the Group’s
statutory annual financial statements for that financial year but
is derived from those financial statements.

Hanhua Financial Holding Co., Ltd.
RESEROERAH

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (& X 2 2B FT#ED - HUAARE T THIR)
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Notes to the Unaudited Interim Financial Report

REE

B R B B R R S B R

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued the following amendments to HKFRSs
that are first effective for the current accounting period of the
Group and the Company:

e Annual Improvements HKFRSs 2010-2012 Cycle

e Annual Improvements HKFRSs 2011-2013 Cycle

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.

SEGMENT REPORTING

The Group manages its business by business lines. In a manner
consistent with the way in which information is reported
internally to the Group’s most senior executive management
for the purposes of resource allocation and performance
assessment, the Group defines reporting segments based on
the following operating segments:

Guarantee and Entrusted loan business

This segment represents the provision of a range of guarantee
and related consulting services to customers and the provision
of a range of entrusted loan and services to the small and
medium sized enterprises. These guarantee services include
financial guarantee, performance guarantee and litigation
guarantee. The consulting services include debt financing,
internal control and risk management related consulting
services to the guarantee and entrusted loan customers.
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For the six months ended 30 June 2015 o #Z —
(Expressed in RMB'000 unless otherwise |nd|cated) (B,%Y%% BATIESN -

RERPHMBRE Bﬁ%I

3 SEGMENT REPORTING (CONTINUED)

SME lending

This segment represents the provision of a range of loan
and services to the small sized and micro enterprises (“SME
enterprises”) or the owners of SME enterprises.

Factoring business

This segment represents the provision of a range of financing
services to the small and medium sized enterprises by
receiving the account receivables transferred from the lenders
as collaterals.

Internet Financing business

This segment represents the provision of a range of financial
intermediary services and assets information services to small
and medium sized enterprises and individual in the internet
platforms.

Others

This segment represents the aggregation of other non-
significant business lines and the operational results of the
headquarters.

(@) Segment results, assets and liabilities

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

Hanhua Financial Holding Co., Ltd.
MESERGERAT
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Notes to the Unaudited Interim Financial Report

%FIWP ﬁﬁiﬁiBﬁ‘I

For the six months ended 30 June 2015 e &% —
(Expressed in RMB'000 unless otherwise indicated) (fr X & 5

3 SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

(continued)

Segment assets include all tangible, intangible assets and
current assets with the exception of deferred tax assets.
Segment liabilities include all liabilities managed directly
by the segments.

Revenue and expenses are allocated to the reportable
segments with reference to revenue generated by
those segments and the expenses incurred by those
segments or which otherwise arise from the depreciation
or amortisation of assets attributable to those segments.

Internal charges and transfer prices are determined with
reference to market rates and have been reflected in the
performance of each segment.

Changes in disclosure of segment results and assets and
liabilities in the current period:

The Group has further strengthened the assessment and
management on business segments and optimized the
resource allocation at Group level during the reporting
period. The Group has reorganized the entrusted loan
business from SME lending segment to guarantee
and entrusted loan business segment. In addition,
the Group has added two new business segments-
Factoring business and Internet Financing business and
disclosed these business segments in the segments
report. Compared to the prior years, the current segment
structure better reflects current management model of the
Group. The comparative figures for the six months ended

30 June 2014 have been restated accordingly.

(a)

DEEHE

—ARFNA=1+HLENEA
ﬁﬁﬁ?ﬁﬂﬂ\ HUAREFITYIR)

(4&)

THERAE c BERER (&)

NHBEEREHEBR D EHE
EREE BEREERTDE
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SEEEBREMERE S BEE
EEMNAIE -

DERERREREEED MEL
BIRA - BSESSEENE
B FEREDBNEERLN
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AN BREZFDHE °

7 8B 2 TR RO R P U B AN 88 i v (B
B2RMSHEREE - WO R
EZEDRHIRIS ©
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HAHDHHEE EENMEBER
B ERA

REBEARE#E—2METEE
EREEERMERENLREE
HEEEREBRENREEER
EBo AT EBRERRMEZTE
REBDER - Zoh REBEE
ZNER 53 BB R 5 4% B8 R 4 00 ¥ E T
RIZER DI — RIEB 15 B B
HEmER o BT HIT A 4E
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RAEFZ WS M EE

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (k& XX & 5 A Frigsh -

3 SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities
(continued)

Information regarding the Group’s reportable segments
as provided to the Group’s most senior executive
management for the purpose of resource allocation and
assessment of segment performance for the six months
ended 30 June 2015 is set out below:

BAANRETITIIR)

DEHE (&)

(a)

THERAE  BERER (&)

HHEBHEBE _ZT—RF A=
TELERNBADEEREFESD
BEE RETAEBEEED
DR EFIIAT ¢

Six months ended 30 June 2015
BE-Z-REAAZTALAER

Guarantee Internet
and Entrusted SME Factoring Financing
Loan Business Lending Business Business Others Total
ERRZ Mit¥ BB
HREHR HRER REXH ERER Hi%% Rt
RMB’000 RMB000 RMB000 RMB000 RMB’000 RMB’000
ABRTE  AREFT  ARETL  AREFT  ARRTT  AREFR
Net guarantee and ERRFABINA 433,167 - - - - 433,167
consulting fee income
Net interest and handling fee f8RFEER 166,951 290,026 22,332 2,539 (7,010) 474,838
Income/(expense) FRA/ ()
Reportable segment APRA /(L) 600,118 290,026 22,332 2,539 (7,010) 908,005
income/(expense)
Qther net income EhFHA 12,899 158 6 1,928 499 15,490
Reversal for guarantee losses BORIBETERES 85,197 - - - - 85,197
Impairment losses BENBEEX (205,867) (73,500) (4,038) - - (283,405)
Administrative expenses EHRERE (244,815) (98,978) (6,526) (7,843) (63,424) (421,586)
Reportable segment profit/ HEHAHE/ (BX) 247,532 117,706 11,774 (3,376) (69,935) 303,701
(losses) before taxation
58 Hanhua Financial Holding Co., Ltd.
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B R B B R R S B R

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA

(Expressed in RMB'000 unless otherwise indicated) (fx XX & 5 A Frfg s -

3 SEGMENT REPORTING (CONTINUED)

BUAARETITIR)

3 ZoE®E (&)

(a) Segment results, assets and liabilities (a) 7EFH - EEREE (&)
(continued)
At 30 June 2015
RZB-TEAAZTR

Guarantee Internet

and Entrusted SME Factoring Financing
Loan Business Lending Business Business Others Total

ERRE Mt BB
HREH HREH REXH EREH LSS Ghl
RMB’000 RMB’000 RMB000 RMB000 RMB000 RMB’000
AREFR  ARETL  ARETR  AREFT ARETT  AREFx
Segment assets AR 6,907,677 4,814,348 320,670 72,600 79,766 12,195,061
Segment liabilities AHERE 2,168,201 1,472,297 3,624 1,638 1,518,539 5,164,299
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REFEZ P B R T

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
(Expressed in RMB'000 unless otherwise indicated) (& X 2 2B FT#ED - HUAARE T THIR)

3 SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

3 OHHRE (A

(@) ZHAE BEERER (&)

(continued)

Six months ended 30 June 2014

HE_Z-MESA=THILAEA

Guarantee Internet

and Entrusted SME Factoring Financing
Loan Business Lending Business Business QOthers Total

ERRZE k% GE 2
E7EH EEH REEH EREH LGS At
RMB’000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
NEEFL  AREFn AREFr  AREFr ARETr AREFx
Net guarantee and RREGEAERUA 482,135 - - - - 482,135

consulting fee income

Net interest and handiing fee income %15 RFEZEHA 189,702 335,146 - - - 504,848
Reportable segment income HHBA 671,837 335,146 - - - 1,006,983
Other net income EfpFRA 4,627 793 - - - 5420
Provisions for guarantee losses RIMEAERS (39,881) - - - - (39,881)
Impairment losses BERERL (91,401) (50,454) - - - (141,855)
Administrative expenses FHRERE (242,674) (83,041) - - (92,044) (417,759)
Reportable segment profit/ AHHAHE/(BX) 302,508 205,188 - - (92,044) 412,908

(losses) before taxation

Hanhua Financial Holding Co., Ltd.
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(Expressed in RMB'000 unless otherwise indicated) (fx XX & 5 A Frfg s -

REE

B R B B R R S B R

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA

SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

(continued)

DEBE (&

(a)

BUAARETITIR)

2B BEREE (&)

At 31 December 2014

RZE-MERA=TH

Guarantee Internet

and Entrusted SME Factoring Financing
Loan Business Lending Business Business QOthers Total

#RR MaR%E E 2
ERERRH EREH REEH SHEH Efp 3% ait
RMB000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000
NEEFT  ANRETT  ARETT AREFT ARETT ARETR
Segment assets PHEE 6,379,394 4,785,742 309,839 63,321 84,250 11,622,555
Segment liabilties ARafk 2,847,522 1,481,302 8n 4,015 28,131 4,361,931

(b) Reconciliation of reportable segment assets

(b) 7 HPEENAE

At 30 June At 31 December
2015 2014
R=-ZB-—HEF R-ZE—NF
NA=+H +=-—A=+—H
RMB’000 RMB’000
AR¥ T ARETF T

Assets BE
Reportable segment assets DEPEE 12,195,061 11,622,555
Deferred tax assets EILFT SR E & 307,798 315,797
Consolidated total assets BEAE 12,502,859 11,938,352

Interim Report 2015 61

—E-RFHHRE



Notes to the Unaudited Interim Financial Report

RAEFZ WS M EE

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (kXX = S8 Frfsoh

4 PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging:

(@) Interest and commission expenses

BAANRETITIIR)

4 BAIAHE
BiATFIEE Mk -

(@) MERFEEXL

Six months ended 30 June
BEASNA=THAEAR

2015 2014
—E-HF —ZE—mEF
RMB’000 RMB’000
AREFT AREFT
Interest on financial assets sold EHRIBESmMEEN S 83,116 54,460
under repurchase agreements
Interest on borrowings from banks  $RT{E A & 8,395 26,564
Interest on borrowings from FESRITHLIE [ 3T 2 16,289 12,902
non-bank institutions
Interest on debt securities issued &3 1TH S 5,130 =
Commission paid to agents FEBMASTH 13,959 4,504
Total interest and commission MERFEEY LA 126,889 98,430
expenses
(b) Staff costs (b) ETIHEN

Six months ended 30 June
BZEANA=1THIXEAR

2015 2014

—E-RF —E—F

RMB’000 RMB’000

AR TF T ARMFor

Salaries, wages, bonus T8  #% - 139,560 118,297

and other benefits AL K E b 1E A

Contributions to retirement schemes & Z /R 28,528 19,767

Equity-settled share-based VARS # 45 H Y AR 1D 44,330 67,063
payment expenses (Note 19) S (BEE19)

Subtotal INEE 212,418 205,127
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4 PROFIT BEFORE TAXATION (CONTINUED)

Notes to the Unaudited Interim Financial Report

REER P R R RS MR

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (& X & 2B TSN - HIAARETTHIR)

(b) Staff costs (continued)

(c)

4 BETAE (&)

(b) ETEM (&)

The Group is required to participate in pension schemes REBELEG REATRAAA

organised by the respective municipal governments of
the People’s Republic of China (the “PRC”) whereby the
Group is required to pay annual contributions for PRC
based employees at certain rate of the standard wages
determined by the relevant authorities in the PRC during
the period. The Group has no other material obligation
for payment of retirement benefits to the PRC based

B ERRTE  EPAKE
ABFRPEARKME ([
B BREANEERR  BEERK
iz BIARRE B P E IR IR IR &
TENE TR - R _Lile
BERRIN  ERERIKENTT
EAKEEEMENRE -

employees beyond the annual contributions described

above.

Other items

(c) HAMEHE

Six months ended 30 June
BEANA=THLKEA

2015 2014

= —FlF

RMB’000 RMB’000

ARM¥FT ARETFT

Operating lease charges in ERE&EHEER 39,901 32,363
respect of buildings

Depreciation expenses (Note 12)  EER (K:t12) 23,187 17,817

Amortisation expenses 699 661

Auditor’s remuneration 1,300 1,200
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N

BRI E MEE

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
HUAARETFTHIR)

(Expressed in RMB'000 unless otherwise indicated) (k& XX & 5 A Frigsh -

5

INCOME TAX

5

Frig®t

Six months ended 30 June
BZEAA=1tHIXEA

2015 2014
—E-REF —ZE—mEF
RMB’000 RMB’000
AREFT AREFT
Current tax EHFEH
Provision for PRC income tax ARHAEHR 77,377 117,300
for the period (Note) FRiS®t (H157)
Deferred tax (Note 20) EEFTEH (f12220)
Origination and reversal of TR ERNESE 7,803 (22,436)
temporary differences K o] 43
Subtotal /NET 85,180 94,864
Note: Mt
Except for Hanhua Guarantee Corporation Limited, Chongging Hanhua BRREERRRODERAR EEBHESE

Assets Management Co., Ltd., Chongqging Hanhua Micro-credit
Co., Ltd., Sichuan Hanhua Financing Guarantee Co., Ltd., Xi’an
Hanhua Micro-credit Co., Ltd., Nanning Hanhua Micro-credit Co.,
Ltd., Guiyang Nanming District Hanhua Micro-credit Co., Ltd. and
Beijing Hanhua Internet Technology Co., Ltd., the Company and its
subsidiaries are subject to PRC income tax rate of 25%.

Hanhua Guarantee Corporation Limited, Chongqging Hanhua Assets
Management Co., Ltd., Chongging Hanhua Micro-credit Co., Ltd.
Sichuan Hanhua Financing Guarantee Co., Ltd. and Xi’an Hanhua
Micro-credit Co., Ltd. are qualified enterprises located in the Western
Region and are therefore entitled to preferential tax rate of 15% during
the six months ended 30 June 2015 and 2014.

Guiyang Nanming District Hanhua Micro-credit Co., Ltd. is qualified
enterprises located in the Western Region and is therefore entitled
to preferential tax rate of 15% during the six months ended 30 June
2015.

Nanning Hanhua Micro-credit Co., Ltd. is a qualified enterprise located
in Guangxi Zhuang Autonomous Region and is therefore entitled to
preferential tax rate of 9% for the six months ended 30 June 2015
and 2014.

Beijing Hanhua Internet Technology Co., Ltd. is a qualified software
enterprise since May 12, 2014, and is therefore entitled to exempt
from PRC income tax in the first and the second years from the first-
profitable year, and be subject to a 50% reduction in PRC income
tax for the third year to the fifth year. Such tax exemption and
reduction shall be implemented upon registration and filing with the
tax authorities.

Hanhua Financial Holding Co., Ltd.
RESEROERAH

EERARAR  EETHENEERER
BEERA OIIBEREERERAF
ARmHENEERFRAA  EEMD
ENEERERAR  EETHBERDE
PNEEFERAR RIS EEER A
PR A B ASN - AR E R KK B A BRR
25% " BIFTIS TR R4 -

BEERBROHDBRAR  EERELETE
BERAG EEMHENBEERERE
FRR) W) BEREERERAT LA
THHENEERERARAFTAAIIK
FREFRKEINGE  AEMREE=-2—
AER_E—NFAA=ZFTHLEANEAZ
BEBBE15%

BHEAERE  EERARATAHE
EHAREBMERNCE  AMRRE
—E-REAA=tBUIABAZEER
BE15% «

FMEMHENEERBERARBUNER
MHEkERRNAEEREE  BEREE—
T—MOAR—ZE-—NFERNA=1THIRE
AZHI%NEBEX -
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RACE R P R RS RS R

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

OTHER COMPREHENSIVE INCOME 6 HftE&ks
(a) Available-for-sale financial assets (a) THHEESREE
Six months ended 30 June
BEARA=1THLEAREA
2015 2014
—E-—AEF —E—E
RMB’000 RMB’000
AR¥Fr AREFT
Changes in fair value recognized BRI 2 R AY 784 148
during the period NRBEEZH
Related income tax effect Frigfis 2 (196) (37)
Net movement in the fair value HRREMEGE WS 588 111
reserve during the period BRANARBEFEE
recognised in other
comprehensive income
EARNINGS PER SHARE 7 Bkkam
The calculation of basic earnings per share is based on the EAGREEREFHHE AR B
profit attributable to ordinary shareholders of the Company RARBEBABRROFBARE
of RMB 207,745,000 (six months ended 30 June 2014: RMB 207.745B BT (BE-_F—=ZOFN
256,040,000) and the weighted average of 4,600,000,000 A=+HIEARMEA - ARM256.040
ordinary shares (six months ended 30 June 2014: B&JT) %4,600,000,000 B 81T &
3,506,243,000) in issue during the interim period. BREOMEFHH (BE-FT—NF
ANA=+HIENEA - 3,506,243,000
%) 5T E -
There were no dilutive potential ordinary shares during the REBEEZZT—AFM=_F—NFA
six months ended 30 June 2015 and 2014, therefore, diluted =tTRIEAEAR  REEEAHEN
earnings per share are the same as the basic earnings per TEl - Bl MESRKREHESR
share. ARG -
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REEZPH BB RE M

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (kXX = S8 Frfsoh

BAANRETITIIR)

8 CASH AND CASH EQUIVALENTS E¥ES
At 30 June At 31 December
2015 2014
R-ZE—51F R-E—OF
~NB=1+H +=—RA=+—H
RMB’000 RMB’000
AR¥FT ARETFr
Cash on hand ERFEe 120 63
Cash at banks RITIFK 2,074,887 2,531,049
Cash and cash equivalents in the EHBELRER 2,075,007 2,531,112

consolidated cash flow statements

MERES

The Group’s operation of guarantees and loans to customers
services in the PRC are conducted in RMB. RMB is not a freely
convertible currency and the remittance of RMB out of the
PRC is subject to the relevant rules and regulations of foreign
exchange control promulgated by the PRC government.

At 30 June 2015, cash at banks deposited in a related party
was amounted to RMB71.3 million (31 December 2014:

RMB107.7 million).

9 TRADE AND OTHER RECEIVABLES

AEBEFELEREFREENER
REFREAARKELET - ARBL
FUEHAABNEE  SARKEL
R B3R HNE AR BB 28 4 9 A8 B S
PEE AR AN SRR -

Bz—_Z—h&EA=+H" R17F
RHPEARE713EEL(ZZE—N
F+-A=+—H: AR¥E107.788
T) TFHRRN R 5 o

FE W B E A B W R TR

At 30 June At 31 December
2015 2014
R=-ZE—1EF R-Z—POFE
ANAE=t+H +=—A=+—H
RMB’000 RMB’000
ARE T T ARETFor
Trade receivables and receivables for  FEUZER 3k K2 FE UL R B =X 908,125 737,233
default payments (Note 9(a)) (H15#9(a))
Less: allowance for doubtful debts B EERYEME (M17E9b)) (602,907) (449,154)
(Note 9(b))
Subtotal /NEt 305,218 288,079
Interest receivables JE WA 2, 132,674 59,846
Other prepayments, deposits HMFEMNHIE #ek 159,421 56,384
and other receivables H b U SR8
Total BEr 597,313 404,309
66 Hanhua Financial Holding Co., Ltd.
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R EZ AR EMEE
For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (& X & 2B TSN - HIAARETTHIR)

9 TRADE AND OTHER RECEIVABLES 9 EWKHEMEWRIE (&)

(CONTINUED)
(a) Ageing analysis: (a) BRER DT :

RBEHR  REXZEHREM
BRI IR IS 1R 2 B UK BR AR e JE IR

As at the end of the reporting period, the ageing analysis
of trade receivables and receivables for default payments,

based on the invoice date and net of allowance for

doubtful debts, is as follows:

REFRZREITOT

At 30 June At 31 December

2015 2014

R-Z—8F RZZT—MF

ANA=1+H +T=ZA=+—H”

RMB’000 RMB’000

ARMFT AREFT

Within 1 year —FE R 457,119 437,078
Over 1 year but less than 2 years —E_4F 303,494 179,839
Over 2 years but less than 3 years =E=EE 114,136 113,251
Over 3 years but less than 4 years = E=OF 33,376 7,065
Subtotal /N7 908,125 737,233
Less: allowance for doubtful debts IR (602,907) (449,154)
Net value FE 305,218 288,079
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RAE

% h R R RS R

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (k& XX & 5 A Frigsh -

9 TRADE AND OTHER RECEIVABLES
(CONTINUED)

(b)

Impairment of trade receivables:

Impairment losses in respect of trade receivables and
receivables for default payments are recorded using an
allowance account unless the Group is satisfied that
recovery of the amount is remote, in which case the
impairment loss is written off against trade receivables
and receivables for default payments directly.

The movement in the allowance for doubtful debts during
the period, including both specific and collective loss
components, is as follows:

BAANRETITIIR)

9 MBUWRHEAMEWKRE (&)

(b) FEWKIERIE :

JRE U BR R N R WK (B R 2 B R
BEIREABIERPLE - RIEA
SERAKREEREREAKSE
W ERBERT - BEREERK
5 B 12 1L 8 A BR 3R B B MR (B R

AT RAERBRERNZZRERE
8 (BEERNRASEREN)

At 30 June At 31 December

2015 2014

R-Z—8F RZZT—MF

ANA=+H +=—A=+—H

RMB’000 RMB’000

ARMFT AREFT

At the beginning of the period/year HERF R 449,154 288,488

Impairment losses recognised in the REFIERKRIERZ 188,606 250,308
consolidated of profit or loss BERBEER

statements

Disposal during the period/year B ENEE (39,331) -

Recoveries W el 2 4z 85 12,004 -

Write-offs *Z 8 (7,526) (89,642)

At the end of the period/year NEFER 602,907 449,154

At 30 June 2015, the Group’s receivables for default
payments of RMB 904.7 million (31 December 2014:
RMB 734.5 million), were individually determined to
be impaired. The individually impaired receivables were
related to customers that were in financial difficulties
and management assessed that only a portion of the
receivables is expected to be recovered. Consequently,
specific allowances for doubtful debts of RMB 602.9
million were made at 30 June 2015 (31 December 2014:
RMB 449.2 million).

Hanhua Financial Holding Co., Ltd.
RESEROERAH

RZZE—RFA~NA=1+H &%
EBEKRERARE04.78
gr (ZE—NmNE+=ZA=+—
H: ARB73455&mT) ' I
W AE B TE AR E o (BRI E e
WHRIBLRMGEREZZS W
EREEH AR IRTER EE K
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—T-RAFEANAZTHELEAR
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RS F P HI B RS M
For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERRER

(a) Analysed by nature (a) TRMEEDW
At 30 June At 31 December
2015 2014
R-ZZE—5F R-ZE—mF
ANA=1+H +=—HA=+—H
RMB’000 RMB’000
AR¥FT AREToT
Micro-lending IMEBEER 4,589,345 3,528,027
Retail loans BAER 2,441,154 2,385,937
Loans to individual AAIEPER 527,349 372,066
business proprietors
Gross loans and advances BB & 7,557,848 6,286,030
to customers Byes
Less: Allowances for B BERUREER
impairment losses
— Individually assessed — @RFHE (11,747) (48,145)
— Collectively assessed — #5512 (340,953) (240,710)
Total allowances for ERREEEERE (352,700) (288,855)
impairment losses
Net loans and advances BEHRER R 7,205,148 5,997,175
to customers HFOFER

Loans and advances to customers included loans under R-FB—RFRNA=TH R

repurchase agreements, amounting to RMB 1,349.3 B RkBSRTEEELEE R

million as at 30 June 2015 (31 December 2014: RMB TER HEEEERARK

2,101.2 million) (Note 14). 1349388 (ZF—WF+=
A=+—8: AR¥2,101.288
7t) (FIzE14) ©
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RAEEZ AR E M

For the six months ended 30 June 2015 ¢ HiZ —E—RE XA =T A 1L~ A A
(Expressed in RMB'000 unless otherwise indicated) (& X = S B FrfEsh -

10 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

(b) Analysed by industry sector

10 BRERKRBR (&)

BAANRETITIIR)

(b) BATEDH

30 June 2015 31 December 2014
R=E-RFEXA=1H RZE—NRF+=-A=1+—8H
RMB’000 % RMB’000 %
ARE T % AREFT %
Wholesale and retail HERTEE 2,626,034 34.75% 2,023,138 32.18%
Manufacturing BUEZ 1,649,588 21.83% 922,373 14.67%
Construction EE 989,057 13.09% 1,293,663 20.58%
Real estate EihE 713,012 9.43% 711,150 11.31%
Leasing and commercial services 0 & A7 ¥ RS 339,275 4.49% 173,570 2.76%
Others Hh 1,240,882 16.41% 1,162,136 18.50%
Gross loans and advances BRERN 7,557,848 100.00% 6,286,030 100.00%
to customers R 4BER
Less: Allowances for B BERUREEME (352,700) (288,855)
impairment losses
Net loans and advances BEHERZ 7,205,148 5,997,175
to customers BRFER

Hanhua Financial Holding Co., Ltd.
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RS F P HI B RS M
For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

10 LOANS AND ADVANCES TO CUSTOMERS
(CONTINUED)

10 BRERKZR (&)

(c) Analysed by type of collateral (c) REABEESN

At 30 June At 31 December

2015 2014
R-Z—H%F RZZE—MEF
~B=1H +=-—A=+—H
RMB’000 RMB’000
AR¥ T ARETFT
Guaranteed loans REBEE 3,884,902 3,357,212
Secured loans BEHRER 2,496,720 1,852,175
Unsecured loans BERER 1,176,226 1,076,643
Gross loans and advances BB & 7,557,848 6,286,030
to customers MR
Less: Allowances for impairment B BOREERE
losses
— Individually assessed — ARIETE (11,747) (48,145)
- Collectively assessed — AR (340,953) (240,710)
Total allowances for impairment B EEF AR (352,700) (288,855)
losses
Net loans and advances BEHERR 7,205,148 5,997,175
to customers BFOFER

Interim Report 2015
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Notes to the Unaudited Interim Financial Report
REFEZ P B R T

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
(Expressed in RMB'000 unless otherwise indicated) (& X 2 2B FT#ED - HUAARE T THIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BRERRERK (&)
(CONTINUED)
(d) Overdue loans analysed by overdue period (d) REAPER AR D T

At 30 June At 31 December
2015 2014
R-EB-HF R-T—MF
ANA=+H +=—A=+—H

RMB’000 RMB’000
AREFT AREFT
Overdue within 3 months (inclusive) #EAI3EA A (E31EAH ) 442,499 131,400
Overdue between 3 months to 6 #HA3E A =618 A 268,525 110,260
months (inclusive) (Z6MEA)
Overdue between 6 months to BEIGME A E=1F (F14) 59,321 38,204
one year (inclusive)
Overdue more than one year BHEATFEIA 21,828 10,827
Total At 792,173 290,691
Overdue loans represent loans, of which the whole or EEHEREREHBHBHEE
part of the principal or interest were overdue for one day A BEET RS IA EZ B -
or more.
72 Hanhua Financial Holding Co., Ltd.
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R EZ AR EMEE
For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (& X & 2B TSN - HIAARETTHIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERRBXN (&)
(CONTINUED)
(e) Analysed by methods for assessing allowances (e) RBHERRBKTMHRELE
for impairment losses B2HARD
At 30 June 2015
RZZ-EEXA=tH
Loans and Impaired loans and advances
advances EREARRER
for which for which for which

allowances  allowances  allowances
are are are
collectively  collectively individually

assessed assessed assessed Subtotal Total
LEVEE
HAEEE  HAEEF  HAEEE
ey BER R85
R aHE R R AHE it CH)

RMB'000 ~ RMB'000  RMB'000  RMB000  RMB'000
ARRTE  ARETR  ARETx  AREFZ  ARETx

Micro-lending IMILEER 4,493,627 88,878 6,840 95,718 4,589,345
Retail Loans AAER 2,357,656 76,105 7,393 83,498 2,441,154
Loans to individual BATIHFER 521,258 6,091 - 6,091 527,349

business proprietors

Gross of loans and advances ~ EHEZ R 1,372,541 171,074 14,233 185,307 7,557,848
to customers 2FE
Less: Allowances for W ERREEE (225,662) (115,291) (11,747) (127,038) (352,700)

impairment losses

Net loans and advances BEHETR 7,146,879 55,783 2,486 58,269 7,205,148
to customers HIFE

Interim Report 2015
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RAEEZ AR E M

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (kXX = S8 Frfsoh

10 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

(e) Analysed by methods for assessing allowances
for impairment losses (continued)

BUAARETITIR)

10 BRERKRBR (&)

(e)

At 31 December 2014

BBMERK BT LREE

(%)

RZE-EF+-A=1—H

Loans and Impaired loans and advances
acvances EREEHRK
for which for which for which
allowances allowances allowances
are are are
collectively collectively individually
assessed assessed assessed Subtotal Total
ERRER
BEREERE  HREEE  AREER
il i g il
B HAFE HAHE It ast
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARETT  ARETT  ARETT  ARETT  ARETT
Micro-lending INGUES 6 3,392,450 28,036 107,541 135,577 3,528,027
Retail Loans (EVN=CS 2,302,170 70,878 12,889 83,767 2,385,937
Loans to individual BAIHPER 363,047 9,019 - 9,019 372,066
business proprietors
Gross of loans and advances ~ EMERR 6,057,667 107,933 120,430 228,363 6,286,030
to customers TeE
Less: Allowances for B BRUREEE (147,463) (93,247) (48,145) (141,392) (288,855)
impairment losses
Net loans and advances YHETR 5,910,204 14,686 72,285 86,971 5,997,175
to customers 28

74 Hanhua Financial Holding Co., Ltd.
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S

REER P R R RS MR

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

10 LOANS AND ADVANCES TO CUSTOMERS
(CONTINUED)

(ff Movements of allowances for impairment

10 BRERKZR (&)

() BHRERRBREEERED

losses
At 30 June 2015
Allowances R-B-REAB=TH
for loans and  Allowances for impaired loans and advances
I EREERRBRZAEER
which are which are which are
collectively  collectively individually
assessed assessed assessed Subtotal Total
ERRBH
ZREREE
RES RS gl
FAHE RAHE FAHE It At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT  ARETT  ARETT  ARETT  ARETR
As at 1 January R—A—H 147,463 93,247 48,145 141,392 288,855
Charge/(Release) for the period  ZKisti2 /(8K 78,199 21,632 (5,032) 16,600 94,799
Disposal for the period FHREE - - (31,366) (31,366) (31,366)
Recoveries REB%E - 412 - 412 412
ERRBH
As at 30 June RMAA=TH 225,662 115,291 11,747 127,038 352,700
Interim Report 2015 75
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RAEEZ AR E M

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
(Expressed in RMB'000 unless otherwise indicated) (& X 2 2B FT#ED - HUAARE T THIR)

10 LOANS AND ADVANCES TO CUSTOMERS
(CONTINUED)

(f) Movements of allowances for impairment
losses (continued)

Allowances
for loans and

10 BRERKRZR (&)

() BHRERRBREEERED
(%)

At 31 December 2014
RZE-MmE+-A=+—-H
Allowances for impaired loans and advances

EREERRBER L REER

advances
which are which are which are
collectively collectively individually
assessed assessed assessed Subtotal Total
ERRBH
L REER
il kA g il
HAHE AR HAHE It ait
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETFT  AREFT  AREFT  AREFT  ARETT
As at 1 January n—HA—H 93,931 54,223 49,344 108,567 197,498
Charge for the year REFHR 53,532 85,748 42,140 127,888 181,420
Write-offs RERZIH = (47,285) (43,339 (90,624) (90,624)
Recoveries UZ B B #x 85 - 561 = 561 561
As at 31 December m+=-A=1+-H 147,463 93,247 48,145 141,392 288,855
76 Hanhua Financial Holding Co., Ltd.
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REE

B R B B R R S B R

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA

(Expressed in RMB'000 unless otherwise indicated) (fx XX & 5 A Frfg s -

10 LOANS AND ADVANCES TO CUSTOMERS
(CONTINUED)

(g) Analysed by credit quality

() BEEEEDH

BUAARETITIR)

10 BRERKZR (&)

At 30 June At 31 December
2015 2014
R=-Z—&fF MZZE—MF
~B=1H +=-—A=+—H
RMB’000 RMB’000
AREFT AREFT
Gross balance of loans and BRER R BARAZE
advances to customers
Neither past due nor impaired A EAAR R E 6,763,475 5,995,339
Overdue but not impaired B R R E 609,066 62,328
Impaired B RE 185,307 228,363
Subtotal /N 7,557,848 6,286,030
Less: Allowances for impairment W BERE R R
losses BB
Neither past due nor impaired A EA AR E (160,944) (138,183)
Overdue but not impaired B AR R A (64,718) (9,280)
Impaired ERE (127,038) (141,392)
Subtotal /N (352,700) (288,855)
Net balance R
Neither past due nor impaired R HAAR R E 6,602,531 5,857,156
Overdue but not impaired B8 B AR E 544,348 53,048
Impaired ERE 58,269 86,971
Total BEr 7,205,148 5,997,175
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Notes to the Unaudited Interim Financial Report

RAEEZ AR E M

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (kXX = S8 Frfsoh

11 AVAILABLE-FOR-SALE FINANCIAL ASSETS

BAANRETITIIR)

11 AHHESREE

At 30 June At 31 December
2015 2014
R-EB-HF R-T—MF
ANA=+H +=—A=+—H

RMB’000 RMB’000
AR¥Fr ARETFT
Unlisted available-for-sale JE LR HERSTA 12,625 11,841
equity instrument
Wealth management products (Note) 2B & & (47:) 161,000 146,000
Total BE 173,625 157,841
Note: izt -

The types of structured entities that the Group does not consolidate
but in which it holds an interest include entities set up for wealth
management products issued by banks. The nature and purpose
of these structured entities are to generate fees from managing
assets on behalf of third party investors. These vehicles are financed
through the issue of units to investors. These structured entities are
not consolidated into the Group as the variable interests from these
entities are not significant. The maximum loss exposure of interests
held by the Group is the same as the carrying amount.

Hanhua Financial Holding Co., Ltd.
MESERGERAT
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Notes to the Unaudited Interim Financial Report

R EZ AR EMEE
For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (& X & 2B TSN - HIAARETTHIR)

12 PROPERTY, PLANT AND EQUIPMENT 12 Y% - BERKRE

Buildings Office
held for Motor and other Leasehold  Construction Total
own use vehicles equipment  improvements inprocess  fixed assets
AR BEN% e
BEN BBtk AR YR EEIR BEER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ANEETLT  AEETT AEETT ARETT AREFr ABKTR
Cost: A
At 1 January 2014 RZZ-mE-F-A 205,146 23,190 30,106 37,928 4,267 350,632
Additions REEN 37,616 4,557 11,632 25,818 48731 128,354
Transfer in/(out) g)/(81) 7,086 = 21 - (7,547) -
Transfers to intangible assets ~ EEZETAE = = = = (596) (596)
Disposals RE = (12379) (514) - - (1,887)
At 31 December 2014 and RZ2-RE+ZA=+-AK
at 1 January 2015 R=E-2%-5-A 300,048 26,374 41,485 63,741 44,855 476,503
Additions REE - 1,267 2,304 3,791 35,085 42,397
Transfer in/{out) g) /(#E) 49,543 - 3,551 = (53,094) -
Transfers to intangble assets ~~ EAZETAE - - = = (270) (270)
Disposals RE = = (149) - - (149)
At 30 June 2015 R=F-1EXA=1H 349,591 27,641 47,191 67,532 26,526 518,481
Accumulated depreciation: 2iE
At 1 January 2014 RZZ-PE-A-A (5,356) (10,764) (11,159) (23,205) - (50,478)
Charge for the year REGHE (16,618) (4,099) (7,011) (12,806) - (40,534)
Written back on disposals READ - 878 3N - - 1,249
At 31 December 2014 and RZ2-BE+ZA=+-AK
at 1 January 2015 R-E-1§-f-A (21.974) (13,985) (17,799) (36,011) - (89,763)
Charge for the period KR (10,050) (1,228) (5,203) (6,706) - (23,187)
Written back on disposals RERD - - 3 - - 3
At 30 June 2015 RZE-EEXA=1A (32,024) (15,213) (22,993) (42,717) - (112,947)
Net book value: EEFE .
At 30 June 2015 RZE-EFXA=1H 317,567 12,428 24,198 24,815 26,526 405,534
At 31 December 2014 R-Z-mE+=f=1-A 278,074 12,389 23,692 21,730 44,855 386,740
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Notes to the Unaudited Interim Financial Report
REEZPH BB RE M

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
HUAARETFTHIR)

(Expressed in RMB'000 unless otherwise indicated) (k& XX & 5 A Frigsh -

13 INTEREST-BEARING BORROWINGS

The Group’s interest-bearing borrowings are analysed as

13

st BB

AREBZFBERIFTAT

follows:
At 30 June At 31 December
2015 2014
R-ZE—HF R-ZE—mF
ANA=1+H +=—A=+—H
RMB’000 RMB’000
ARE T AR Fr
Bank loans (Note (i) RITE R (H7E(3))
— Guaranteed by third parties — F=FHER 205,000 115,000
— Unsecured — EIER 113,990 207,907
- Secured by properties of — REBYEER 86,000 91,000
the Group (Note (i) (Kt (i)
Subtotal et 404,990 413,907
Loans from related party BaRsE 5 B 120,000 =
— Unsecured — YR
Other loans (Note (iii)) H &K (K72 (i) 658,500 401,700
- Unsecured — \EIER
Total BT 1,183,490 815,607
Notes: Hiat -

() Al of the Group’s bank loans are subject to the fulfilment
of covenants commonly found in lending arrangements with
financial institutions. If the Group was to breach the covenants,
the loans would become payable on demand. The Group
regularly monitors its compliance with these covenants.

(i)  The bank loans are secured by the Group’s buildings held
for own use. The aggregate carrying value of the secured
properties amounted to RMB201.5 million as at 30 June 2015
(31 December 2014: RMB 205.0 million).

(i) Other loans bear interest at a range from 6% to 9.5% per annum.
They are unsecured and repayable by 26 September 2016.

Hanhua Financial Holding Co., Ltd.
BESERGERAD A

(i)

(i

(il

PBEASEZ RITEFRABITESHE
WREZERAR - MAKEERD
E o BRAMEERBEREE - A&
EHEIEEAER -

ZERITERBAEEZEYER -
R-ZZE—RFERNA=1+RH BRY
EZHREHRE/ARKE201.56B8 T
—T-HEFE+-A=1T—H: AR
#205.08&7T) °

HEREF BN R6%E.5% &
BERWAENR-_Z—XRFAA -+
NERMEER -



Notes to the Unaudited Interim Financial Report

RS F P HI B RS M
For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

14 FINANCIAL ASSETS SOLD UNDER 14 EHEEERMEE

REPURCHASE AGREEMENT

At 30 June At 31 December
2015 2014
R=Z—A%F MZZE—F
ANA=t1H +=—RA=+—H

RMB’000 RMB’000
AR#FT AREFT
Benefit rights of loans BME R KB R 1,354,972 2,182,446

and advances to customers

BEHOECMEECHBAEEREE
FEBERHIEE10()

Details of the carrying values of underlying assets of financial
assets under repurchased agreement are set out in Note 10 (a).

15 LIABILITIES FROM GUARANTEES 15 ERMEE
At 30 June At 31 December
2015 2014
R-E—HEF R-_ZT—NF
~A=1+H +=-—A=+—H
RMB’000 RMB’000
ANE¥FoT AREFor
Deferred income FEIEY A 254,360 410,906
Provisions for guarantee losses REBPETEES 416,057 501,254

(Note 15(a)) (H1at15())

Total A& 670,417 912,160
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RAEEZ AR E M

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (kXX = S8 Frfsoh

15 LIABILITIES FROM GUARANTEES
(CONTINUED)

(@) Provisions for guarantee losses

BAANRETITIIR)

15 ERMUEEE (&)

(a) REBEXEESE

At 30 June At 31 December
2015 2014

R-ZE—AF R-E—EF

A~NA=1+H +=-—A=+—H

RMB’000 RMB’000

AR#FT AREFT

At the beginning of the period/year 8,/ F 1) 501,254 429,199
Charge for the period/year By FEHR 196,814 447,221
Release for the period/year 5/ FARRR (282,011) (375,166)
At the end of the period/year HF R 416,057 501,254

16 CUSTOMER PLEDGED DEPOSITS

Customer pledged deposits represented deposits received
from customers as collateral security against the credit
guarantee issued by the Group. These deposits are interest-
free, and will be returned to customers after the guarantee
contracts expire.

Hanhua Financial Holding Co., Ltd.
MESERGERAT

16 FARES

FARBEEATFABZRES
MERASBRHEERZERER -
HERESER  UHRERGEE
MEFRERS o



Notes to the Unaudited Interim Financial Report

RS F P HI B RS M
For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

17 ACCRUALS AND OTHER PAYABLES 17 Bt R EMESRE

At 30 June At 31 December
2015 2014
R=Z—5F MZZ—F
ANA=1+H +=—RA=+—H

RMB’000 RMB’000
AR¥FT ARETF T
Accrued staff cost JF& {51 B T %5 B
— Salaries, wages, bonuses —I& . #8% 2K 55,928 62,002
and other benefits H A EF
Interest payables FERT & 49,390 3,297
Other payables H A A FRIE 44,979 43,792
Financial liabilities measured REHEKATTENESRAE 150,297 109,091
at amortised cost
Business tax and other R R H Ab R B 6,454 9,206
surcharges payable
Withholding individual FERTARANME A PR ER 23,299 3,552
income tax payable
Receipts in advance TR IR 157,654 154,551
Total SR 337,704 276,400
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RAEFZ WS M EE

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (kXX = S8 Frfsoh

18 DEBT SECURITIES ISSUED

BAANRETITIIR)

18 EIESH

At 30 June At 31 December
2015 2014
R-EB-HF R-T—MF
ANA=+H +=—A=+—H

RMB’000 RMB’000
AR TFT ARETFT
Corporate Bonds NRIEH 1,488,116 -

Fixed rate corporate debts with nominal value of RMB 1,500
million and a term of five years were issued on 10 June 2015.
The coupon rate is 6.10% per annum. The Group has an
option to increase the coupon rate for the remaining duration
at the end of the third year. After the Group announce whether
to increase the coupon rate, the Investors have an option to
redeem all or part of the debts held at the nominal amounts.

As at 30 June 2015, the fair value of corporate bonds
amounted to RMB 1,498.9 million.

Hanhua Financial Holding Co., Ltd.
MESERGERAT
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5&%“1‘%1‘?43 ﬁﬁiﬁiﬁﬁ?

For the six months ended 30 June 2015 ¢ &% —
(Expressed in RMB'000 unless otherwise indicated) (fr X & 5

19 EQUITY SETTLED SHARE-BASED

TRANSACTIONS

Chongging Huitai Company Limited (“Huitai”) was established
as the Group’s vehicle for implementing a share-based
incentive scheme (the “Share Incentive Scheme”) to provide
share incentive to the senior management of the Group. On
20 June 2013 (the “Grant Date”), details of the Share Incentive
Scheme were finalised under which 15 directors, supervisors
and senior management of the Company (the “Grantees”) were
granted entitlement to shares of the Company through their
equity interests in Huitai (the “share awards”) at a discounted
price. The share awards would vest in instalments on a
monthly basis over the 8-year service period from 1 January
2013 to 31 December 2020. When a Grantee terminates
his/her employment with the Group, any unvested portion
of benefits will be reallocated to the remaining Grantees in
proportion to their then respective interests in Huitai.

Huitai held 7.88% of the equity interests of the Company on
the Grant Date for the purpose of the Share Incentive Scheme
and did not carry out any other business.

—ARFNA=1+HLENEA
Eﬁﬁ?aﬂﬂ\ HUAREFITYIR)

19 DIESEENRE M

EEERREBRAR ([EF]) RE
BRARFEANNBEERRODAER
BEERIBERRROZBER TR
ARAEEE R EREREUNB 2
(TR R BT &l |) M EPIKZHIRE
ERAT - ARERERBEIE -
T—=FAZ+H ((EOHETFH]
BE AAFMISRER BEMNS
E([HBEKR]) RITNERERE
Zx 1) B 1 T IR 45 B AN R R M9 AR
(TR E @) - B = *Ei*ﬂ*
BE_Z-_TF+_HA=+—8H"

RN S FE X8 MR A 7 BRERR ZZD
TR EREFAASER - ZAE
‘%T%ﬂi?f%&'i“ﬂ’\] B 1R RCHE % e L AR

EBRHETH ERXRFAELRRQA
7.88%H0 B - 2 B AR BB AT
g - EARFRAFREMEMES -
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RAEEZ AR E M

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (kXX = S8 Frfsoh

19 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(@) The terms and conditions of the grants are as
follows:

BUAARETITIR)

19 DESEENRO XN (&)

(a) BTIHE R RIEAEWELT

Frr3

Number of Vesting
instruments conditions

R BE TTREMRAE

Awards granted to directors BTESERES
and supervisors: B
- on 20 June 2013 —-RE—=
NAZ+H

Awards granted to employees: B¥aeEaikm :
—on 20 June 2013 —RT—=F
~NAZ+H

193,918,615 Every month from

1 January 2013

to

31 December 2020

—=F—=
—H—H
—E-F

+=-—RA=+—

HEE A

] 1S 1 e 0 A £

o=

ES

e
H
5

7]

76,351,233 Every month from

1 January 2013

to

31 December 2020

=—F—=
=FA=E

—E-F

= H=+F—
HEE A m

] S HE R A A

Total share awards granted B PR ia 8

270,269,848

Hanhua Financial Holding Co., Ltd.
BESERGERALR

F

ES

&
H
&

)



Notes to the Unaudited Interim Financial Report

REE

B R B B R R S B R

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

19 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(b)

(c)

The number and weighted average exercise
prices of share awards are as follows:

19 DESZEENRO XN (&)

(b) REBBNHEMFIITEE

m

Six months ended 30 June 2015
BE-ZE-—AFA~A=1tHLXNEA

Weighted average Number of
exercise price shares
FIGITREE RGEE
RMB
AR
Outstanding at the beginning BRG] B 1T E S 0.42 270,269,848
of the period
Granted during the period BHRNET - -
Exercised during the period BRNTTHE - -
Outstanding at the end of BAR B ITESN 0.42 270,269,848
the period
Exercisable at the end of HRR Al 1T#E 0.42 84,459,330

the period

Fair value of share awards and assumptions

The fair value of services received in return for share
awards granted is measured by reference to the fair
value of share awards granted. The Company accounts
for the Share Incentives Scheme on the basis of the
pool of shares granted rather than treating the individual
Grantee as the unit of account. The fair value of the total
pool of shares is measured at the Grant Date with the
non-vesting condition effectively ignored for valuation
purposes. Subsequent forfeitures and reallocations would
have no effect on the accounting treatment and the
measurement of share awards granted to management.
The estimate of the fair value of the share awards granted
is measured based on a Cox-Ross-Rubinstein Binomial
Pricing model. The contractual life of the share awards is
used as an input into this model.

(c) ROXBENDREBEERER

AN B AR H AR £ HA 4 T 28 ER A
RBHAREBELEETHKND
HEN AR EBERE - N2 A
SR AR A EET e R IE
- 2 B AR R A R ET 2
i 1 2 DA B8 98 BB S ) B 1T
S RE - REMBEILHQ
RBEEXTHE - BHEET
EBENEETZBITRGE - &%
THEZEENREME SRR
AEER ZHBMERKER
DR B AR AR S i H eR R S
KERRESROFRLEOIER D
It ZEHHOEHSARIERE
TE RO BPENRAEERER
Cox-Ross-Rubinstein Binomial
Pricingt& B ¥ 1Tl 51 © AR5 EAtE
& RFERIERILER N —IAR
o
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For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
(Expressed in RMB'000 unless otherwise indicated) (& X 2 2B FT#ED - HUAARE T THIR)

19 EQUITY SETTLED SHARE-BASED 19 UEREENRE A (&)
TRANSACTIONS (CONTINUED)

(c) Fair value of share awards and assumptions (c) BOOHIENAABERREBR
(continued) (%)

Share awards

granted on
20 June 2013
R=2-—=

Fair value of share awards and ANA=t+H

assumptions BROBENDIABEREBR RTHRGERE

Fair value at measurement date (RMB) RETEHBHNALEE (ARE) 1.77

Share price (RMB) RITHRE (ARE) 2.26

Exercise price (RMB) THEER (ARE) 0.53

Expected volatility (expressed as weighted FRETERT R B = (LACox-Ross- 64.30%
average volatility used in the modelling Rubinstein Binomial Pricing
under Cox-Ross-Rubinstein TRAERTIE A A
Binomial Pricing model) iR e ERT)

Option life (expressed as weighted average HAREHY A SR (LACox-Ross- 7.53 years
life used in the modelling under Rubinstein Binomial Pricing 7.53%F
Cox-Ross-Rubinstein TR FTi8 F H) INeE
Binomial Pricing model) FHRERTR)

Expected dividend yield TEET A% A 1.30%

Risk-free interest rate 42 [ s 1) R 1.45%

The expected volatility is based on the historic volatility BETEEE R EENE LK E

(calculated based on the weighted average remaining = (LADNAEF 5 & /M IR () HA b

life of the share awards), adjusted for any expected MRS EBARAER)  ERAFH

changes to future volatility based on publicly available ARSI E R R RFEFT IR B X

information. Expected dividends are based on historical FRIAIBEAM ZERETHE - 8

dividends. Changes in the subjective input assumptions BRRR FI) 2 E A E P AR A S - B

could materially affect the fair value estimate. ASENZELEH AR BENMG

FIEEEATE -

Share awards were granted under a service condition. BOBEEERBEGHETET

This condition has not been taken into account in e BXRTHHNARBETER

the grant date fair value measurement of the services REREBEGY - ZRDBED

received. There were no market conditions associated R T IS IR o
with the share awards grants.
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*%“:‘%Vﬂlﬂ ﬁﬁiﬁiﬁﬁﬁ

For the six months ended 30 June 2015 ¢ & Z —ZE— R F XA =+H/NEA
(Expressed in RMB'000 unless otherwise indicated) ([ﬁ%j&g;ﬁﬁﬁﬁ?wl\ HIAARBETFTHIR)

20 DEFERRED TAX ASSETS AND LIABILITIES 20 BELEFEBEERAR
The components of deferred tax assets/(liabilities) recognised G G 8RN 3R FE R B IE FT /5 7Y
in the consolidated statements of financial position and the BE/(AfE) HE RRAHERNE
movements during the period are as follows: T
Deferred tax assets Deferred tax liabilities
BEMEHER BEFEHER
Fair value
adjustments

Provision on available
of -for-sale
guarantee financial

Provision for losses and assets
impairment ~ Accrued  accruals  Jfifi&
losses staff cost REIHER  SREE Government
EEWE Eff  EELR BAR Total grants Total Net
Deferred tax arising from BEFEHELE BAEE BIEM RUWER BE%D a3t BAEB &t ]

RVBOO0 ~ RMB'000  AMBOO0  RMB'000  AMBOO0  RMB'00  AMBOO0  AMB'000
NRRTT ARRTL ARRTT ARRTT ARRTT ARETL ARRTL ARRTR

At 1 January 2014 R=5-mE-A-A 81,873 11,357 152,288 102 245,620 (1,389) (1,353) 244,267
Recognised to the consolidated  IABHTERER 78,346 355 (8,487) - 70,214 1353 1353 71,567
income statements
Charged to reserves HADESE - - = (37) (37) = = (37)
At 31 December 2014 and RZZ-mE 160,219 11,712 143,801 65 315,797 - - 35797
at 1 January 2015 TZA=+-Bk
“3-1%-f-H
Recognised/(credited) to the RAKFERRER/ 37,608 (1515  (43,891) - (7,809) - - (7,803)
consolidated income (3t A) (izs)
tatements (Note 5)
Credited to reserves HALNES - - - (196) (196) = = (196)
At 30 June 2015 RZE-RENA=TH 197,822 10,197 99,910 (131) 307,798 - - 307,798
Interim Report 2015 89
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AREERP A B RS Bﬁ%I

For the six months ended 30 June 2015 ¢ HiEZ —ZE—AF /X A=F+H|/~@A
(Expressed in RMB'000 unless otherwise |nd|cated) (ﬁ%Y,u BRSNS - WAARB T TIIR)

20 DEFERRED TAX ASSETS AND LIABILITIES
(CONTINUED)

(a) Deferred tax assets not recognised

The Group has not recognised deferred tax assets in
respect of cumulative tax losses of RMB 446.8 million at
30 June 2015 (31 December 2014: RMB 373.7 million),
as it is not probable that future taxable profits against
which the losses can be utilised will be available in the
relevant tax jurisdiction and entity. The tax losses will
expire in five years since initial occurrence under current
tax legislation. ’

(a)

EEFREHEERAE (&)

AERNIELEFREHEE

BREAREAEERERERET
AR R ARENERER
BWARRERBMAE  HAKH
TER -_E—FHAFSAZTHD
RE AT EE A R¥446.88
Ex(ZZ—nm&E+=-A=+—
H: AREI73.7E8 L) BRIE
EFTISHEE - BIBBITHE -
MEEEEREFERANUNER
R B5F A HA R 3K 30 R 2R FE TR
) o

21 CAPITAL, RESERVES AND DIVIDENDS 21 EX - #BERERE

(a) Dividends

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

(a)

RE

() EFHANDELE RS
E%E SR — E?If“ﬁfﬁ’]ﬁ%

Six months ended 30 June
HEANA=THLXEA

2015 2014
—E—AF —ET-mEF
RMB’000 RMB’000
AR¥Fr AREF T
Final dividends in respect of EARFREAE B & 460,000 =
the previous year, approved and EEMRE—FEF
paid during the following interim SRR B AR
period, of RMB 0.10 per share AR®0.107T
(six months ended (BE-_Z—mF
30 June 2014: nil) NA=THIE

NEA )
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REE

B R B B R R S B R

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA

(Expressed in RMB'000 unless otherwise indicated) (fx XX & 5 A Frfg s -

21 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(b) Share capital

The share capital were issued and fully paid.

(c) Nature and purpose of reserves

(1)

(i)

(i

Capital/share premium

The share premium represents the difference
between the par value of the shares of the Company
and proceeds received from the issuance of the
shares of the Company.

Capital reserve

The capital reserve mainly comprises the following:

— the cumulative net change in the fair value of
available-for-sale financial assets held at the
end of the reporting period;

— the portion of the grant date fair value of
unexercised share options granted to employees
of the Company that has been recognised.

Surplus reserve

The surplus reserve represents statutory surplus
reserve fund. The Company is required to appropriate
10% of its net profit as determined under the
Accounting Standards for Business Enterprises and
other relevant requirements issued by the Ministry of
Finance of the PRC after making good prior year’s
accumulated loss, to the statutory surplus reserve
fund until the reserve fund balance reaches 50% of
its registered capital.

BUAARETITIR)

21 EFX - RERRE (&

(b) HEA

ARG EITMAE °
(c) REMERBMH

() EBEX R E

BER /RO BERETRAR
EEEREEZETARA
ARG FRIR RRZ5E ©

(i) BXLE
BEARAREBRETIRE

— RE|EHARMAFTAA G
HESRMEENDAE

- RARREERBHR
TTEBR R L B 5
AR EEED

(ii) FERLTE

BHRABEZICERBAE
© o RIBAARTFEER R
Ei81% - AR BIZAREPH
B R EB A8 10 ) 1D FE & FH2E R
REMBABRE  5E10%
RFFBERE AT RHBA
Be  EEEHAEZRE
REFEFMEAMNS50% -
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REEZPH BB RE M

For the six months ended 30 June 2015 ¢ HiZ —E—RE XA =T A 1L~ A A
(Expressed in RMB'000 unless otherwise indicated) (& X = S B FrfEsh -

21 CAPITAL, RESERVES AND DIVIDENDS

(CONTINUED)

(c) Nature and purpose of reserves (continued)

(iv) General reserve

BAANRETITIIR)

21 EFX - RERRKRE (&

(c) REHEERBEN (&)

(iv) —ASE R E

Pursuant to relevant regulations, the Company
and its subsidiaries engaged in credit guarantee
business are required to set aside a general reserve
through appropriations of profit after tax according
to 10% of its profit after tax as determined under the
Accounting Standard for Business Enterprise and
other relevant requirements issued by the Ministry of
Finance of the PRC after making good prior year’s
accumulated loss to cover potential losses against
their assets.

While subsidiaries engaged in SME lending business
are required to set aside a general reserve through
appropriations of profit after tax according to a
certain provision ratio of the ending balance of gross
risk-bearing assets to cover potential losses against
their assets. In principal, the general reserve balance
should not be lower than 1% if the ending balance
of gross risk-bearing assets.

22 NON-CONTROLLING INTERESTS

RIBHEBERE  ARAIKRE
B EREREBONEBA
A7 (W& R A e BUE &
—REREE SESWE
PARTF E R BRI AFH
T R10% (AR 4%+ Bl Bf B Ep
BfmmERE T ERI R E A
MHERE)  WEWHEEE
AREhR MR -

M EFRPNEEEREBTH
HiE A BB KA B E
BIER—RERER &8
REREERBEHRRGEHI
ETEHDH  UBMEEE
AR ERE - RAILE
—REREBBERTFTIOR
[\ B & 2 AR BB OR S R Y
1% °

22 FFEFItERERS

At 30 June At 31 December

2015 2014

R-ZZE—HF KT —NF

ANA=+H +ZHA=+—H

RMB’000 RMB’000

AR¥FT AREFT

Sichuan Hanhua Micro-credit Co., Ltd. M| BENEEFTER AT 286,190 308,509

Xi’an Hanhua Micro-credit Co., Ltd. ALZmBE NEERBRAA 146,021 152,587

Chongaing Hanhua Micro-credit Co., Ltd. EEMHE/|\ESHBEREF 81,885 89,002
NG|

Others Eity 165,887 160,409

Total I 679,983 710,507
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For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(a) Financial assets and liabilities measured at fair
value

(i)

Fair value hierarchy

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

e 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

e 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

e |level 3 valuations: Fair value measured using
significant unobservable inputs

23 $MIBEZAAEER

EI‘I_'
B

(a) RAABEFENSHMEER

afE

()

DA 1B EER

TREINAREFBZEEMLEE
BERBEMRFELRES
BB HmELRFEIBRE (A
REEFEIARAEN=
AABEEBEPENEHT
ERnEE - AAEEFE
W=AERD B2 EME
J3E PR R ) B A\ BUR B9 7T B
RIEEREEMEENT

o FE1ERME: REMA
F1E &t A Big (A
FA—BEEXBENGE
HHIER RS RISH
AEHABRE) G ERW
RAfEE

o F2EMMEE: FAF2
B A ABiE (AIREE
ZEEE 1B RN BER
WARE) RTERAE
RO BREARER
EMRREE - THE
RBABBREMSH
BB ABE

s FIEHMHE: ERE
AT A BRE AR
ENAAREE
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REEZPH BB RE M

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (k& XX & 5 A Frigsh -

23 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

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

(1)

Fair value hierarchy (continued)

If there is a reliable market quote for financial
instruments, the fair value of financial instruments is
based on quoted market prices. If a reliable quoted
market price is not available, the fair value of the
financial instruments is estimated using valuation
techniques. Valuation techniques applied include
reference to the fair value of another instrument
that is substantially the same, discounted cash
flow analysis and option pricing models. The inputs
used in valuation techniques include risk-free and
benchmark interest rates, credit spreads and foreign
exchange rates. Where discounted cash flow
analysis is used, estimated cash flows are based
on management’s best estimates and the discount
rate used is reference to another instrument that is
substantially the same.

The Group has a team headed by the finance
manager performing valuations for the financial
instruments, including the unlisted available-for-
sale equity securities. The team reports directly to
the chief financial officer and the audit committee.
A valuation report with analysis of changes in fair
value measurement is prepared by the team at
each interim and annual reporting date, and is
reviewed and approved by the chief financial officer.
Discussion of the valuation process and results with
the chief financial officer and the audit committee
is held twice a year, to coincide with the reporting
dates.

Hanhua Financial Holding Co., Ltd.
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(a)

23 EMIBECAREER

BAANRETITIIR)

EI‘_P
]

RAABEFENSRHEER

aE (&)
() DAEEER (&)

RonBEFENEH TR
A AENTISRERRA
MEHREERAAEE B
BBRAENTSRERAR
R ERT - @B g
LEMBUNEREE B
RITE  BREES K
A2 RERARMNE
HEENEX  EREERE
Ko BHEAREMTIZL
K BEEEEERANSD
BEEEMARTIRER - i
RXAUASZRUNSBE

[}
on °

AEEREA — B HEE
BECEG BARERT
B (BREFLTAHLER
AEH) E1THE - ZEK
ERAMBRERENRE
EHE - MEAAEEE
HBE DT 2 HERSE IR E
FRERMRFERE BB
e WAMBRERNNM
HE - BEHLAERERE
REFRMGAERENR
BEETMR & - AHR
ERHRE -2 -



Notes to the Unaudited Interim Financial Report
B P HA B R R BT EE

For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (fr X Z BB FTE4) - HAARE T ILHIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL

INSTRUMENTS (CONTINUED)

(@) Financial assets and liabilities measured at fair

value (continued)

(i) Fair value hierarchy (continued)

S

23 ERMITRAZRAABENE (H)

(a) BARBEFENERMEER

aE (&)

() RBAEEER (E)

Fair value measurements as at
30 June 2015 categorised into
RZE-RFRA=T+HZ

AABEFEREAR
Fair value at
30 June
2015
R-Z-mF
~B=tHE Level 1 Level 2 Level 3

ZANREE F1ER
RMB’000 RMB’000

ARHTT ARETRT

F2EH FIER
RMB’000 RMB’000

ARETT ARETRT

Recurring fair value measurement
Financial assets:

BEMAABENE
TREAE:

Available-for-sale equity instrument: AftHERRTA
- Unlisted -3kt 12,625 - - 12,625
Wealth management products BHEmM 161,000 - - 161,000
Fair value measurements as at
31 December 2014 categorised into
RZE-WE+-A=T—H2
AnBENEREA
Fair value at
31 December
2014
RZZE—ME
T=A
=t+—H Level 1 Level 2 Level 3
ZRREE EF1ER F2EM Z3ER
RMB’000 RMB’000 RMB’000 RMB’000
ANREFT ANREFT AREFT AREFT
Recurring fair value measurement %M AR EENE
Financial assets: SREE:
Available-for-sale equity instrument: At HERRTE
- Unlisted -3kt 11,841 - - 11,841
Wealth management products BYEM 146,000 = = 146,000
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REFEZ P B R T

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA

(Expressed in RMB'000 unless otherwise indicated) (kXX = S8 Frfsoh

23 FAIR VALUE MEASUREMENT OF FINANCIAL

INSTRUMENTS (CONTINUED)

(a) Financial assets and liabilities measured at fair

value (continued)

(i)

Fair value hierarchy (continued)

During the six months ended 30 June 2015, there
were no transfers between instruments in Level 1
and Level 2, or transfers into or out of Level 3 (2014:
nil). The movement during the period in the balance

of Level 3 fair value measurements is as follows:

(a)

23 s@MIBECZAAEE

BAANRETITIIR)

EI‘I_’
(L]
D

RAABEFENSRHEER

aE (&)
() DAEEER (&)

HE-ZT—AFA=1AH
WEAREAR  B1ERKFE2E
Mz EER - NEEA
FEHEER(ZT— N
F:8E) FIERAAEBE
STEARREBREBNT

At 30 June At 30 June
2015 2014
R=Z—58%F MZZE—MF
ANA=+H ~NA=+H
RMB’000 RMB’000
ARMFT AREFT
At 1 January n—H—H 157,841 9,593
Payment for purchase BE 161,000 135,378
Net unrealised gains or losses HAREMGEE S 784 148
recognized in other TERH ARSI
comprehensive income Wz ok 1R 55
during the period
Proceeds from sales fE (o] (146,000) (95,378)
At 30 June RANA=1+H 173,625 49,741

(b) 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 as at 31 December 2014

and 30 June 2015.

Hanhua Financial Holding Co., Ltd.
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(b) BAABEUINIIRZEHE
ERBBEZANEE

RZT—NF+=-A=+—HK
—T-RAFNA=Z1+H A&£EH
B AL ER AR /T
AVEFEEREAABETES
AEE o



Notes to the Unaudited Interim Financial Report

5&%“1‘%1‘?43 ﬁﬁiﬁiﬁﬁ?

For the six months ended 30 June 2015 ¢ &% —
(Expressed in RMB'000 unless otherwise indicated) (fr X & 5

—ARFNA=1+HLENEA
Eﬁﬁ?aﬂﬂ\ HUAREFITYIR)

24 COMMITMENTS 24 EiE
(a) Capital commitments outstanding at 30 June 2015 not (@ MRZE—RAFAA=Z+HIXRRN
provided for in the financial statements were as follows: BT3RS R R RE 4N
T
At 30 June At 31 December
2015 2014
R=Z—5%F RZE—OF
A~NA=1+H +=-—A=+—H
RMB’000 RMB’000
AR#FT AR For
Commitments in respect of FrBEETEEE
purchase of fixed assets
— Contracted for —RKEER 7,839 9,664
(b) The total future minimum lease payments under non- (o) WEAAHENERALCEFEEM
cancellable operating leases of properties were payable & AEBEEZ MR RRER
as follows: EFIFMT -
At 30 June At 31 December
2015 2014
R-ZE—8F RZZ—OF
ANA=t+H +=—A=+—H
RMB’000 RMB’000
AR¥Fr AREFT
Within 1 year (inclusive) —FRN (B—F) 84,860 82,868
After 1 year but within 3 years —FF=FA 140,331 130,581
(inclusive) E=%F)
Over 3 years =FE 30,460 54,923
Total BEf 255,651 268,372

The Group is the lessee in respect of a number of
properties held under operating leases. The leases
typically run for an initial period of 1-5 years, at the end
of which period all terms are renegotiated. None of the
leases include contingent rentals.

AEESREEEHERRAZ A
MENABEA - BEREEH K
RI1ESF - WA R EmBARER
EEMA G - BIEREAARE
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REARE %P HA R 53R & MY aE
For the six months ended 30 June 2015 ¢ HiZ —E—RE XA =T A 1L~ A A
(Expressed in RMB'000 unless otherwise indicated) (X E BB - HUAARE T TIIR)

25 OUTSTANDING GUARANTEES 25 ERE
At 30 June At 31 December
2015 2014
R-—Z—H%F i TR
ANA=+H +=—A=+—H
RMB’000 RMB’000
AREFT AREFT
Bank financial guarantees IRITRLE R 10,440,150 14,561,417
Funds and bonds financing guarantees REAE S REHERBE ER 7,651,430 5,966,390
Other non-bank financial guarantees H b 3ERTTREE AR 2,105,766 2,176,156
Performance guarantees EHI R 877,360 862,544
Maximum amount guarantee X AERERTE 21,074,706 23,566,507
Less: customer pledged deposits B FARES (23,230) (27,105)
Net guarantee exposure FERER 21,051,476 23,539,402
26 MATERIAL RELATED PARTY TRANSACTIONS 26 ERBEIRS
(a) Transactions with key management personnel (a) EHEAREEAEBZENRS

Six months ended 30 June
HEANA=1THLXEA

2015 2014

—E-RE ZE -

RMB’000 RMB’000

AR¥ T ARETF T

Key management personnel FAsEETE A B 54,316 69,008

remuneration
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R EZ AR EMEE
For the six months ended 30 June 2015 ¢ HiEZ —E—RHE,NA =T HIL/NEA
(Expressed in RMB'000 unless otherwise indicated) (& X & 2B TSN - HIAARETTHIR)

26 MATERIAL RELATED PARTY TRANSACTIONS
(CONTINUED)

26 EXBELRS (&)

(b) EHREMBEEL XS

(b) Transactions with other related parties

Six months ended 30 June

BEANA=THIEAEA

2015 2014
—E-RE —T—mEF
RMB’000 RMB’000
AR¥FT AREFT
Guarantee income EREA 534 14
Interest income F WA 405 -
Interest expenses B = (371)
Additions of interest-bearing e B g 2% 120,000 =
borrowings
Repayment of interest-bearing BB EMER = (20,000
borrowings
Additions of loans and LB ME R KB 7,000 -
advances to customers
Repayment of loans and EEREMERMBER (7,000) -
advances to customers
Providing guarantee HIMBHER = 20,000
Releasing guarantee HIMERER = (30,000)

Notes:

(i) At 30 June 2015, the outstanding guarantee provided to
related parties is nil (31 December 2014: RMB 17.0 million).
The balances of other transactions with related parties are

disclosed in relevant notes.

() WZTB-—RAFRA=+H: &
HTBETNERERT (ZF
—HmEFTZA=+—HB: AR
BA7T.0BET) - BEBES N
H 2 5 & R AR BB i P 4%

& o
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N

BRI E MEE

For the six months ended 30 June 2015 ¢ HiZ —E—RHF A =T HIE/~EA
HUAARETFTHIR)

(Expressed in RMB'000 unless otherwise indicated) (k& XX & 5 A Frigsh -

27

28

CONSOLIDATED STRUCTURED ENTITY

The Group has consolidated a structured entity which issued
micro loan backed securities of RMB 500 million (“the Product”)
to institutional investors. The Product is listed on the Shanghai
Stock Exchange and has a duration of nine months. The
Group acquired all the interests of the subordinated tranche
of the Product, which represented 5% of the total value of
the Product issued. In addition, the Group provided financial
guarantee against the investors that acquired the senior
tranche, which presents 95% of the total value of the Product
issued.

The relevant activities of the structured entities are directed
by means of contractual arrangement and the entity has been
designed so that voting or similar rights are not the dominant
factor in deciding who has control. The structured entity is
consolidated as the Group is exposed or has the right to
variable returns from its involvement with the entity and has
the ability to affect its returns through its power over the entity.

SUBSEQUENT EVENTS

On 27 July 2015, Hanhua Guarantee Corporation Limited,
a wholly-owned subsidiary of the Company, entered into
an agreement to subscribe 5% of the equity interest of a
guarantee company in Chonging at a cash consideration of
approximately RMB52.1 million. The principle activities of the
guarantee company include the provision of re-guarantee,
financing guarantee and related financial consulting services.

Hanhua Financial Holding Co., Ltd.
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28
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