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Prospects and Outlook

AEREE

In an effort to enrich its comprehensive financial services offering,
Hanhua Financial Holding Co., Ltd. (“Hanhua Financial” or the
“Company”, and together with its subsidiaries, the “Group”, “We”,
“our” or “us”) has pushed forward its inclusive finance 3.0 business
transformation in 2016, which saw a string of transformation initiatives
launched by way of internal business integration and external business
localization in the first half of 2016.

In practice, Hanhua Financial has adopted a customer demand-
oriented business model and embarked on a strategic restructuring of
its underlying businesses, employees and products based on the “one
core, two wings” principle. Hanhua Financial’s business integration,
which consolidates our business including financing guarantee,
financial factoring, finance lease and capital management into a
partnership cluster business segment, has merged our business into
a coordinated comprehensive financial services targeted at small and
medium-sized enterprises. Also, a full suite of internet-based services
covering small loans, wealth management, asset transaction matching
and insurance are provided to micro enterprises and individuals
through our credit groups and internet finance groups.

While the adjustments to the Company’s business structure, operating
model, customer structure and product mix in practice have some
short-term impacts on Hanhua Financial’s operating results, Hanhua
Financial’s new businesses have been largely on the right track in the
first half of 2016. From January to June 2016, the partnership cluster
business segment overall managed to buck the trend and recorded an
increase in business amount while the small loans business has seen
continuous improvement in terms of revenue since May this year. This
outcome justifies Hanhua Financial’s transformation direction.
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Looking ahead to the second half of 2016 and beyond, we will
continue our business transformation and upgrade, and we are

confident as to the eventual outcome in consideration of the three

favorable factors below:

a)

New businesses will enter a phase of substantial growth.
According to the data from January to June 2016, the operation
scale of new businesses rose progressively month-by-month
while the model of integrated marketing of product combination
became increasingly accepted by internal and external
counterparts. It is expected that with the promotion of one-stop
investment and financing service model and the considerable
expansion of new businesses including factoring, leasing and
capital, the overall operating income will enter a phrase of rapid
growth with significant uplift in operating margin.

Platform credibility enhanced. In May 2016, the establishment of
Chongging Fumin Bank Co., Ltd. (“Chongging Fumin Bank”) has
been successfully approved to become the first privately-owned
bank in the mid-west region of China. As the lead promoter of
Chongaing Fumin Bank, the creditability of the brand of Hanhua
Financial has been strongly endorsed and enhanced. Operation
of Chongging Fumin Bank in Chongging has been officially
approved in August 2016. The commencement of operation of
Chongaing Fumin Bank will allow Hanhua Financial to further
deepen itself in the inclusive finance ecosystem and continuously
enhance its comprehensive strength. Meanwhile, Hanhua
Financial is also planning to venture into other financial areas.
With our platform advantages of various licenses and strong
credibility, Hanhua Financial will rank as one of the top performers
in the privately-owned financial industry in China, providing us
with an edge to secure low-cost capital, expand our client base
and develop new businesses.
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Prospects and Outlook
AEkBEE

c) During the first half of 2016, though faced with various difficulties,
Hanhua Financial was still able to maintain a stable operation in
general, while keeping the asset quality under control and cash
flow sufficient, in contrast to the huge slump experienced by
traditional credit guarantee and small loans businesses. With a
large number of guarantee and small loan companies as well
as other financial institutions are expected to withdraw from the
market, Hanhua Financial stands a chance to fill the market gap
and secure new clients, thereby continue to increase our market
share in the financial service area for small and medium-sized
enterprise(s) (“SME(s)”) and micro-enterprises.

In the second half of 2016, based on the foundation of the existing
finance business, Hanhua Financial will continue to achieve
breakthroughs in our new platforms, including privately owned
banks, financial leasing and asset management, and optimize our
business structure. We will also drive industry upgrade through equity
investment in order to release the power of total factor through sharing
openly. In addition, we will adhere to the thinking of “partnership
finance, platform finance, eco finance” to build an inclusive financial
development platform, construct a one-stop inclusive financial
integrated function platform from creditor’s rights platform and equity
platform to trading platform and payment platform through obtaining
new business licenses to open up the whole life cycle of corporate
financing chain. Meanwhile, we will further expand into new areas,
including consumer finance, internet finance, striving to build a green
and beautiful community with finance as the blood connection and
realize the social responsibilities of serving micro and small enterprises,
serving the three rural and serving the real economy in parallel with the
economic benefits so as to set a Chinese model for inclusive finance in
the world.
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Management Discussion and Analysis

BUSINESS OVERVIEW

Hanhua Financial principally offers comprehensive financial service
solutions to SMEs, micro-enterprises and individuals through our
six business lines, namely credit guarantee, SME lending, internet
financial services, financial factoring, capital investment and
management, and finance leasing.

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:

BEEERWED T

EBHE

BESEIEBBEAER FINEEER
o EBBELR 2RRE -BEARENE
B BmEEEANARBERERT/NMIEE
REARESEAENSBIRBIIRTT S -

FRER

TREFINFRB SRR EEERE
REGERBERELTIER:

At At

30 June 31 December

2016 2015

(Expressed in RMB million, unless otherwise stated) A2016%F 20154

(REBEFHIN UARBEETIIR) 6430H 12H31H

Provision rate( B RO 1.1% 1.5%

Provisions for guarantee losses EREEEHESD 392.7 390.3

Total outstanding guarantees balance #&¥E{R 4450 35,675.9 25,982.8

- Outstanding balance of — R EEIRARER 26,532.6 16,784.0

financing guarantees

- Bank financing guarantees —iRITRE R 7,274.4 9,674.7

— Non-bank financing guarantee —FEMITRME ER 2,213.2 2,044.3

- Bond guarantee —EHFER 17,045.0 5,065.0

— Outstanding balance of —JER B EIREREE 9,143.3 9,198.8

non-financing guarantees

~ Capital preservation —RAESER 7,147.4 7,375.7
fund guarantee

— Other non-financing guarantees —H ith Em & E IR 1,995.9 1,823.1

Leverage ratio® BFRAGEEH? 6.8 4.4

Outstanding balance of B E EIRERER 26,532.6 16,784.0
financing guarantees

Net assets of the credit EREREKFERE 3,907.5 3,841.5

guarantee business
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Management Discussion and Analysis

BN WD

Six months Six months

ended ended Year ended

30 June 30 June 31 December

2016 2015 2015

BE H=E H=E

201645 20154 20154

(Expressed in RMB million, unless otherwise stated) 6H30H 6 H30H 12H31H

(BRESEFEEIN UAREBETITR) 6@ A 1F61E A HFE

Default rate® REx 1.8% 1.9% 1.9%

Default payments R OL N 157.1 201.7 489.5

Guarantees released R E R 8,972.8 10,248.0 25,685.3

Recovery rate® [l Uy b =@ 53.8% 16.8% 16.5%

Recovered amount o & %8 84.5 33.8 81.0

Default payments EH® 157.1 201.7 489.5
Notes: AR

(1)  Provisions for guarantee losses divided by the balance of the (1) BEREEEHESHRUERGBE BHIXHE

outstanding guarantees. The provision rate indicates the level of

reserve we set aside for our guarantee portfolio.

THMBERES OREEKE-.

2 BEREREGHERUNGEHEREBFE

(2) The outstanding balance of financing guarantees divided by net

assets of our credit guarantee business. e

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

(4)  Recovered amount divided by default payments made on default 4) BRESERUAREBOERAREERE

borrower's behalf.

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

Business development strategies

As at 30 June 2016, the Group’s outstanding credit guarantee
balance was RMB35,675.9 million, representing an increase of
RMB9,693.1 million, or 37.3%, as compared with RMB25,982.8
million as at 31 December 2015, which was mainly from the
significant increase in the bond guarantee business. As at 30
June 2016, the outstanding balance of bond guarantee business
was RMB17,045.0 million, representing a growth of RMB11,980.0
million, or 236.5%, as compared with RMB5,065.0 million as at
31 December 2015. The proportion of the outstanding balance
of bond guarantee business to the credit guarantee business
increased to 47.8% as at 30 June 2016 (As at 31 December
2015: 19.5%).

The Group always remains committed to its mission of “serving
SMEs and individuals”. Since 2015, the Chinese domestic
economy has been subject to increasing downside pressure,
compounded with an intricate economic situation where SMEs
were encountering “high operating costs and financing difficulty”.
Meanwhile, owing to a general lack of trust in SMEs, traditional
financial institutions were gradually cutting down financing for
SMEs, thus further exacerbating the SMEs’ financing difficulties
and increasing their financing costs. Despite its efforts to maintain
various banking channels, the Group was yet hit by various other
factors such as the reduced financing needs of SME customers
so that the outstanding balance of the Group’s traditional bank
financing guarantee business continued to fall year by year. As
at 30 June 2016, the outstanding balance of bank financing
guarantee business was RMB7,274.4 million, representing a
decline of RMB2,400.3 million, or 24.8%, as compared with
RMB9,674.7 million as at 31 December 2015.

BEEERWED T

REBRRME

MH2016F6 A30H * NEEZ AIERERE
Rer7E A AR BS5,675.95 & 7t ° 82015
F12H31B ERER5E A K #25,982.88
BT mARK693.1HE T HIFE
37.3% HERF ZRRNEHFEREBD
AIEEhn - B2016F6 A30H @ EHERE
FERBEAARYEA17,045.0887T &
2015512 A31 A LR 82 8 A R #55,065.0
BETTEIMARE11,080.08 87t EigE
236.5%  FIGEHFEREBARBIGEHE
REBHREHL A A E20165F6 H30H
#947.8% (7A2015F12A31H :19.5% ) °

REERREF U [REF/NDEREA
Ao B2015F s Bl EE T 178
NESMA EERBEERER R/D
XHE 2l An REHE| MRS R
F-EnemByd  rEERRZE
T - EFLREEPIEENESRN E
—SMBEIRNEEFER BES ] 8k
MoBEAEEBNBEZRITERE XF
NEEEPREZKREAMSERES
FE AEBEGER -RITMERRER
BREEDNEF T & - R20165F6 H30H « R
TREEREGHREBEAARKT 274488
UG 8201512 A31 A4 RE AR #09,674.7
BETLTRARE2400.35 8 KR
24.8% °
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Management Discussion and Analysis

BERENWED

The Central People’s Government made it clear in the 2015
Government Work Report that “we should vigorously develop inclusive
finance to enable all market players to share the benefits of financial
services”, followed by the publication of the “Plans for Promoting
the Development of Inclusive Finance (2016-2020)" by the Central
People’s Government in January 2016. Meanwhile, efforts would be
made to accelerate the establishment of a multi-level capital market to
make investment a theme of steady growth in the future. Against this
backdrop, the Group further pushed for transformation and upgrading
of the business model and continued its business development
strategy that focused on “asset quality as the core, customer demand
as the centre, partnership finance as the concept and product
innovation as the carrier” for creating a symbiotic eco-financial service
circle. The Group teamed up with industrial clusters to set up “a
guarantee fund, a debt fund, an investment and buyout fund and an
industrial development fund” for linking up all connectable resources
and integrating various aspects of the industry chain to achieve a win-
win situation by means of “structured finance and closed operation”.
On this basis, by continuously enhancing its capital strength as
well as its brand and creditability on the capital market, the Group
provided credit guarantees for “special yield bonds and support bonds
for small and micro enterprises” issued by local governments and
financing platforms. The Group took this as an opportunity to deliver
comprehensive financial service solutions to the SMEs on its chain
that utilized funds for investment, thereby enabling the Group to switch
from the role as a traditional “credit market” service provider to the role
as a “capital + credit” market comprehensive service provider. As at
30 June 2016, we provided credit guarantees to a total of 33 bonds,
with the outstanding guarantee balance reaching RMB17,045.0
million, representing an increase of RMB11,980.0 million, or 236.5%,
as compared with RMB5,065.0 million as at 31 December 2015.

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

Since the second half of 2015, we have been gradually focusing on the
“core enterprises” as the basis to design a comprehensive financial service
programme for the upstream and downstream enterprises of the “core
enterprises” for the vigorous development of supply chain finance. As at
30 June 2016, we had entered into strategic cooperation agreements with
28 companies to provide services for their upstream and downstream
enterprises. Meanwhile, to cater for the specific industries and the
enterprises with recruitment needs during specific seasons, we tailor-made
products which were compatible with their business features in the sectors,
such as short-term credit products developed for participation in the
submission of tenders by the construction companies in the construction
sector. This enabled us to switch gradually from the past business model
that targeted a “single client” to the model on “supply chain finance”. As
at 30 June 2016, the outstanding guarantee liability of these products
was RMB1,285.7 milion, which accounted for 58.1% of the outstanding
balance of non-bank financing guarantees of the Group.

Risk management strategies

Since 2015, we have been conforming to the trend in economic
development and population concentration, following the national strategy-
oriented approach for regional development and improving the plan for the
differential distribution of regional assets. We always continue to apply the
general principles of risk management that aim to “focus on quality and
seek progress while maintaining stability; adjust the structure and enhance
quality and efficiency; manage by classification and engage in bottom-line
thinking; and optimize models and carry out transformation and upgrading”.

° Focus on quality and seek progress while maintaining stability: We
conduct thorough investigation and evaluation of existing customers,
strengthen post-guarantee management, increase the frequency and
strength of post-guarantee management, guard against and mitigate
risk at earlier stage, enhance support to customers who performed
their obligations, in order to reduce the default risk of customers to the
greatest extent. For new customers, in the market survey phase, we
raise the threshold of credits for customers, and strengthen on-site
investigation and management of risk of uncertainties.

BEEERWED T

B2015F T HF A BMZE LU &0
hEIR/KE HEROLEEN ETHE
ERTRANSRBHE IR KROBRME
JEHES R B E2016F6 A308 D
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gEAP I HEESR | Bz TE &
HZE2016F6H308  WHBERERS T
HEAARE1 285 7TEE L EAEE
SERITR B EREBTEMS8.1% °
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Adjust the structure and enhance quality and efficiency: We
preferred to select the consumer industry that has a nature
of certain growth and the manufacturing of clear emerging
market spaces. Meanwhile, we are determined to withdraw
from the surplus industry with relatively high inventory
pressure as well as the industry of low resource allocation
efficiency. In 2015 and the first half of 2016, we actively
withdraw from 2,201 customers accumulately.

Manage by classification and engage in bottom-line thinking:
Based on new and existing inventories, we controlled
the differences in the number of old and new financial
institutions, and set up portfolio quota control by customer,
product, industry and other dimensions, and continued
to strengthen whole-process management based on the
principles of authenticity.

The total amount of default payments paid on behalf of
default customers declined from RMB201.7 million during
the six months ended 30 June 2015 to RMB157.1 million
during the six months ended 30 June 2016, the default rate
of our customers was kept lower than the industry average.
Our overall default rate indicates the quality of our guarantee
portfolio. During the six months ended 30 June 2016,
our default rate was 1.8%, representing a decline of 0.1
percentage point as compared with 1.9% for the year ended
31 December 2015.

Optimize models and carry out transformation and
upgrading: We converted the single-customer credit risk
assessment and credit policy into a supply chain financial
model based on “core enterprises and core products”;
executed guidance programmes for specific businesses;
continued to implement the scheme on “one policy for
one place and differentiated management”; and shifted
the risk management policies, guidelines and initiatives
forward to product design, customer selection and process
management.

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

For defaulting customers, we strengthened collateral management
and the disposal of non-performing assets to recuperate capital.
During the six months ended 30 June 2016, we recovered
RMB84.5 million in total from defaulting customers; thanks to
our effective management, the recovery rate of credit guarantee
business improved from 16.8% during the six months ended 30
June 2015 to 53.8% during the six months ended 30 June 2016.

As at 30 June 2016, the net assets of the credit guarantee
business was RMB3,907.5 million, representing an increase of
RMB66.0 million, or 1.7%, as compared with RMB3,841.5 million
as at 31 December 2015. As at 30 June 2016, the financing
guarantees balance was RMB26,532.6 million, representing a
growth of RMB9,748.6 million, or 58.1%, as compared with
RMB16,784.0 million as at 31 December 2015. Therefore, as at
30 June 2016, the leverage ratio was 6.8 (As at 31 December
2015: 4.4).

Our provision rate was used to calculate provision levels made
for potential losses based on our total outstanding guarantees
balance. As downward pressure on the domestic economy
continued to intensify, we continued to adopt a strategy of
prudent accounting estimates. As at 30 June 2016, the provision
rate of our credit guarantee business portfolio was 1.1%,
representing a decline of 0.4 percentage points as compared
with 1.5% as at 31 December 2015. This was because the
proportion of the bond guarantee with lower credit risk and capital
preservation funds guarantee to the whole product portfolio
gradually increased, which altered the potential risks of the credit
guarantee business portfolio.
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Branch network

As at 30 June 2016, we provided credit guarantee services in
22 provinces/regions in China through a credit guarantee branch
network consisting of 4 credit guarantee subsidiaries and 26
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, Guangdong,
Fujian and Zhejiang.

Customer and guarantee contracts

By leveraging our widespread credit guarantee network, we
maintained a stable number of guarantee customers. During the
six months ended 30 June 2016, we served over 2,300 guarantee
customers. Of which, we actively withdrew from 2,201 guarantee
customers and newly added 1,613 guarantee customers in 2015
and the first half of 2016.

Distribution of guarantees by geographical region and
industry

As at 30 June 2016, Beijing, Jiangsu, Chongging, Hunan and
Sichuan were the five biggest markets in terms of proportion
in the aggregate balance of guarantees, accounting for 20.6%,
14.0%, 12.9%, 10.4% and 8.0%, 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 total
outstanding guarantees balance.

As at 30 June 2016, excluding capital preservation funds,
the guarantee business mainly concentrated in construction,
investment and management of public facilities, household goods,
commercial industry, manufacturing and processing industry and
other industries, which accounted for 27.9%. 20.5%, 19.2%,
14.3%, 11.0% and 7.1% of the guarantee business of the Group
respectively. We have upheld the idea of “industry diversification”
to avoid over-reliance on a single industry. Meanwhile, 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.
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Management Discussion and Analysis

SME Lending

The following table sets forth the major asset quality indicators of

the SME lending business for the dates indicated:

BEEERWED T

N EE R

TREINFAIREBMAKE R NEERER
EBMETEEEEERR:

At At
30 June 31 December
2016 2015
(Expressed in RMB million, unless otherwise stated) 4201645 R2015%F
(REBEFHIN UARBBEETIIR) 6A30H 12A318
Impaired loan ratio® REEMERO 3.5% 3.0%
— Micro and small loans —NMEER 4.0% 3.7%
- Entrusted loans —ZFEER 2.7% 2.2%
Outstanding balance of HEEMRE 210.7 227.5
impaired loans
— Micro and small loans — /MR E 150.6 159.8
— Entrusted loans —ZHER 60.1 67.7
Outstanding balance of loans B 5,972.9 7,470.1
— Micro and small loans —NMIE R 3,775.2 4,377.5
- Entrusted loans —ZEX 2,197.7 3,092.6
Provision coverage rate® BEEERO 143.7% 146.1%
- Micro and small loans —/NMRE 160.9% 150.9%
— Entrusted loans —ZRER 100.7% 134.7%
Allowance for impairment losses EFEE%EE 302.8 332.3
— Micro and small loans —/NMEE 242.3 241.1
- Entrusted loans —EZFEER 60.5 91.2
Outstanding balance of BEERGRE 210.7 227.5
impaired loans
— Micro and small loans —/NMRE R 150.6 159.8
— Entrusted loans —EFEER 60.1 67.7
Provision rate® BExRO 5.1% 4.4%
— Micro and small loans —MEER 6.4% 5.5%
— Entrusted loans —ZHAER 2.8% 2.9%

Notes:

(1) The balance of impaired loans divided by the outstanding balance of

loans and advances to customers.

(2)  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.

(3) Allowance for impairment losses divided by the outstanding balance
of loans and advances to customers.

1)
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Micro and small loan business

Since 2015, the Chinese domestic economy has been subject to
increasing downside pressure, and compounded with an intricate
economic situation, has resulted in the intensification of SME’s credit
default risk and a declining tendency of financing demands. Under
this environment, we actively adjusted our operating strategies
to transform from a traditional “single customer retail” model to a
“product wholesale” model since the second half of 2015. At the
same time, we co-operated with internet finance and consumer
finance platforms, and expanded the customer access channels.
Following the adjustment of the business model and its transformation
and upgrading, the outstanding balance of our traditional micro and
small loan business gradually declined, while new business segments
were still in the cultivation period, which led to a downward trend in
the outstanding balance of SME lending. As at 30 June 2016, the
outstanding balance of our micro and small loans was RMB3,775.2
million, representing a decline of RMB602.3 million, or 13.8%, as
compared with RMB4,377.5 million as at 31 December 2015.
Therefore, the gearing ratio of the micro and small loan business as at
30 June 2016 was 1.1 (as at 31 December 2015:1.4).

Key performance benchmarks

During the six months ended 30 June 2016, we wrote off RMB87.8
million worth of impaired micro and small loans. As at 30 June 2016,
the outstanding balance on our impaired micro and small loans was
RMB150.6 million, representing a decline of RMB9.2 million, or 5.8%,
as compared with RMB159.8 miillion as at 31 December 2015. As
the decline of the outstanding balance of impaired micro and small
loans was lower than the decrease of the total micro and small loans
balance, the impaired loan ratio, which reflects the quality of the entire
loan portfolio, increased from 3.7% as at 31 December 2015 to 4.0%
as at 30 June 2016.

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

As the impaired loans ratio grew, we continued to adopt a
strategy of prudent accounting estimates and increased the
amount of allowances for impairment losses. As at 30 June 2016,
the provision rate of the micro and small loan business was 6.4%
(as at 31 December 2015: 5.5%), while the provision coverage
rate of the micro and small loan business increased from 150.9%
as at 31 December 2015 to 160.9% as at 30 June 2016 as
outstanding balance of impaired loans fell.

Interest and handling fee rate

During the six months ended 30 June 2016, the average interest
and handling fee rate of our micro and small loan business was
15.2%, which recorded a downward trend as compared with
18.7% during the six months ended 30 June 2015. The interest
and handling fee rates of our micro and small loans depend
on various factors, including the credit rating of the borrowers,
whether the loan is secured, and the quality of the collateral and
the term of loans. In response to the call from the government to
practically alleviate the problem of financing being too expensive
for SMEs, we lowered fee rates for the micro and small loan
business. Meanwhile, we proactively adjust the type of micro and
small loan business, expand our consumer loan business and
commercial paper discount business with relatively lower credit
risks and fee rates. During the six months ended 30 June 2016,
the interest and handling fee rate of our micro and small loan
business ranged from 12.5% to 21.6%, its pricing strategy fell
slightly by approximately 5% as compared with the year of 2015.

Branch network

As at 30 June 2016, we have a total of 12 small loan subsidiaries,
which were located in Chongqging, Chengdu, Tianjin, Shenyang,
Nanning, Changchun, Xi’an, Kunming, Guiyang, Nanjing, Harbin
and Shenzhen. Of which, the small loan companies in Chongging,
Harbin, Shenzhen and Sichuan have acquired the qualification for
internet lending. This has broken the previous regional restriction.
The Group thus has the qualification for lending in all regions
across the mainland China, which is beneficial to the further
expansion of the credit loan business of the Group.
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Customer base

Due to the continuous expansion of the micro and small loans
network and the development of consumer loan business, the
number of loan customers served during the six months ended
30 June 2016 grew by 125.0% to over 27,000 as compared with
that during the six months ended 30 June 2015. We had entered
into over 40,000 contracts of micro and small loans during the
six months ended 30 June 2016, representing an increase of
116.2% as compared with that during the six months ended 30
June 2015. As at 30 June 2016, we cooperated with a total of
5 internet finance and consumer finance platform to carry out
consumer loan business.

Distribution of loans by industry

As at 30 June 2016, most of our clients were engaged in
wholesale and retail, manufacturing and processing, construction,
real estates, leasing and commercial services and other
industries, which accounted for 51.2%, 16.1%, 10.9%, 1.8%,
1.6% and 18.4% 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.

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

As at 30 June 2016, our entrusted loans balance was RMB2.2
billion, representing a decline of RMBO0.89 billion, or 28.9%, as
compared with RMB3.09 billion as at 31 December 2015. This
was mainly due to our active classification on clients, selection
customers of better quality, risk exposure minimization and
effective risk mitigation. During the six months ended 30 June
2016, 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 third
party asset management companies to expedite the disposal of
overdue and impaired loans. Accordingly, there was a decline in
the outstanding balance of impaired loans to RMB60.1 million as
at 30 June 2016, representing a decline of 11.2% as compared
with RMB67.7 million as at 31 December 2015.

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 the insurance sales company.
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“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.

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 Financial Holding Co., Ltd.
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Management Discussion and Analysis

“Hanhua Yun” platform was launched on 28 December 2014. As at
30 June 2016, “Hanhua Yun” platform had 91 institutional partners,
including 62 financing institutions and 29 asset institutions. During the
six months ended 30 June 2016, the aggregate amount of transactions
was RMB2.97 billion.

Insurance Sales

Zhongli Insurance Sales Limited* ( A F{R B2 5 B R AF]) (“‘Zhongli
Insurance”), a nationwide institution approved by the China Insurance
Regulatory Commission to specialize in insurance sales, is qualified to
act as an agent of insurance products sales and engaging in internet
insurance sales across China. In 2015, the Company completed the
acquisition of Zhongli Insurance through its wholly owned subsidiary
Hanhua Internet Finance Service (Shenzhen) Limited* (% B B 48 &
BARTS ORI BBRAF]) . As at 30 June 2016, Zhongli Insurance
has established business relationship with over 50 property and life
insurance companies both home and abroad, and it has entered
into collaborations with over 20 internet platforms to explore project
development.

“Zhangzhongbao 360”7, an internet insurance brand of Hanhua
Financial, is being operated by Zhongli Insurance. Upholding
the operating philosophy of “easy insurance and happy life”,
“Zhangzhongbao 360", as a platform that is fully backed by Hanhua
Financial’s advantages in terms of comprehensive inclusive financial
service resources, makes breakthroughs in insurance service concept,
service mode and service medium. The platform is committed to
providing micro-and-small enterprises and their associated groups, as
well as entrepreneurs and their families, with inclusive insurance services
that focus on venture support and improvement of people’s livelihood.
The platform meticulously designs elaborate and professional insurance
products to take care of customers’ every need, and it features a case-
by-case, customized and mobile service mode, which brings more
transparent, simplified, practical and convenient services to customers.
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During the six months ended 30 June 2016, Zhongli Insurance
has accumulatively accepted 1,634 policies and covered 1,234
customers.

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 2016, Changjiang Factoring
has realized aggregated transactions of RMBO0.99 billion. As at 30
June 2016, Changjiang Factoring has a total balance of assets of
RMBO0.33 billion.

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 2016, we have successfully
established two funds with RMB0.37 billion and RMBO0.4 billion
respectively, by cooperating with other external investors.
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Management Discussion and Analysis

Finance leasing

In the second half of 2015, we established the leasing
business group in Tianjin, mainly serving fields encouraged by
the state such as automobile, healthcare, energy saving and
environment protection, education, people’s livelihood and high-
end manufacturing, through flexible service modes including
leaseback, direct leasing, vendor leasing and operating lease.

Since commencement of its business in November 2015, the
leasing group has made various innovation and breakthrough in
the investment projects in the leasing industry, and will continue
to provide to clients the solutions for capacity expansion and
upgrading and asset-liability structure optimization in a specialized
and characteristic way. Meanwhile, it will assist its partners to
achieve long-term sustainable development.

During the six months ended 30 June 2016, our finance leasing
business has outstanding advances of RMBO0.18 billion in total.

Banking and insurance business

Approval of CBRC on establishment of Chongqging Fumin
Bank by the Company as the lead promoter

On 6 April 2016, the Company, as the lead promoter, entered into
a promoters’ agreement (the “Promoters’ Agreement”) with six
other companies in respect of the establishment of Chongging
Fumin Bank, pursuant to which, the Company will subscribe
for 30% shares of Chongging Fumin Bank at a consideration
of not more than RMB900 million (inclusive) in cash. Upon
completion of capital contribution, the Company will become
the largest shareholder of Chongging Fumin Bank. On 16 May
2016, this resolution of the establishment of Chongging Fumin
Bank proposed by the Company as the lead promoter was
considered and approved at the 2015 annual general meeting of
the Company (the “2015 AGM”).
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On 18 May 2016, the preparatory team of Chongging Fumin Bank
(the “Preparatory Team”) received the “Approval of the CBRC
on the Establishment of Chongging Fumin Bank Co., Ltd.” (Yin
Jian Fu [2016] No. 128) (the “CBRC Approval”) from the China
Banking Regulatory Commission (the “CBRC”), approving the
establishment of Chongging Fumin Bank. Thereby, Chongaging
Fumin Bank becomes the first privately-owned bank nationwide
and currently the only privately-owned bank in the mid-west
region approved for establishment upon normalization of
establishments of privately-owned banks.

Upon receipt of the approval from the CBRC, the Preparatory
Team of Chongging Fumin Bank has applied to the Chongging
Bureau of CBRC (the “CBRC Chongqing Bureau”) for the
operation approval in accordance with relevant regulations
and procedures, and has received the “Approval of the CBRC
Chongqging Bureau for the Commencement of Operation of
Chongging Fumin Bank Co., Ltd.” (Yu Yin Jian Fu [2016] No. 96).
Chongging Fumin Bank has an approved registered capital of
RMBS billion, the Company, as the lead promoter, holds 30% of
its equity interest. As of the date of this report, the Company’s
capital contribution of RMB900 million to Chongging Fumin Bank
has been put in place, Chongging Fumin Bank has commenced
its operation on 26 August 2016.

The obtaining of the formal approval for operation of Chongging
Fumin Bank marks another step by the Group to establish itself
firmly in the inclusive finance ecosystem under the golden era for
Chinese inclusive finance development, persistently improves the
comprehensive business capability of the Group. The Company
will fully support the business development of Chongging Fumin
Bank and, at the same time, will continue to grasp the business
opportunities in mainstream finance through equity investment
and platform resources integration, so as to create value for the
shareholders of the Company and the society as a whole.

The details of the Promoters’ Agreement, the CBRC Approval
and the approval of operation of Chongging Fumin Bank were
disclosed in the Company’s announcements dated 6 April 2016,
18 May 2016, and 26 August 2016, respectively.
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Management Discussion and Analysis

Termination of participation in the establishment of the JV
Property and Casualty Insurance Company

On 25 December 2015, the Company entered into a promoters’
agreement with Neusoft Corporation, Liaoning Province State-owned
Assets Management Co., Ltd., Liaoning Dongli Industrial Group Co.,
Ltd., Shanghai Hongjiu Industrial Group Co., Ltd., Bengang Group
Co., Ltd. and Dalian Huineng Investment Holding Group Co., Limited
(collectively, the “Parties”) in relation to the establishment of the joint
venture property and casualty insurance company (the “JV Property
and Casualty Insurance Company”). The Company was supposed to
subscribe for 20% of the share capital of the JV Property and Casualty
Insurance Company for RMB200 million in cash. After the signing of the
agreement, there had been significant changes in the counterparties to
the establishment of the JV Property and Casualty Insurance Company
according to the opinions of the relevant departments and the board
of directors of the Company (the “Board”) resolved to terminate the
participation in the establishment of the JV Property and Casualty
Insurance Company. On 12 July 2016, the Company entered into a
rescission agreement (the “Rescission Agreement”) with the Parties,
pursuant to which, the said agreement and related documents will
no longer be performed and the rights and obligations of the Parties
stipulated cease accordingly from the effective date of the Rescission
Agreement. The Parties shall not be held relevant legal liabilities to each
other and there are no any unresolved disagreements. For details, please
refer to the Company’s announcements dated 28 December 2015 and
12 July 2016, respectively.
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B WD

FINANCIAL REVIEW
Net fee and interest income

During the six months ended 30 June 2016, our net fee and
interest income was RMB790.8 million, representing a decline of
RMB117.2 million, or 12.9%, as compared with RMB908.0 million
during the six months ended 30 June 2015. This was due to the
combined effect of (i) a slight increase of 1.2% in net guarantee
and consulting fee income; and (i) a decline of 25.8% in net
interest and handling fee income.

Net guarantee and consulting fee income

During the six months ended 30 June 2016, our net guarantee
and consulting fee income was RMB438.5 million, representing
an increase of RMB5.3 million, or 1.2%, as compared with
RMB4383.2 million during the six months ended 30 June 2015. Of
which:

e During the six months ended 30 June 2016, net guarantee
and consulting fee income generated from our bank financing
guarantee business was RMB190.2 million, representing
a decline of RMB178.3 million, or 48.4%, as compared
with RMB368.5 million during the six months ended 30
June 2015. 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;
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During the six months ended 30 June 2016, the net
guarantee and consulting fee income generated from
our bond guarantee business was RMB156.4 million,
representing an increase of RMB147.7 million, or 1,697.7%,
as compared with RMB8.7 million during the six months
ended 30 June 2015. This was mainly attributable to the
utilization of our growing brand reputation and proactive
adjustment of operating strategies to expand our guarantee
business for capital market bond issuances with relatively
lower credit risks. During the six months ended 30 June
2016, we provided guarantees to a total of 33 bonds, with
the outstanding liabilities reaching RMB17,045.0 million;

During the six months ended 30 June 2016, the net
guarantee and consulting fee income generated from our
other financing guarantee businesses was RMB77.4 million,
representing a growth of RMB28.0 million, or 56.7%, as
compared with RMB49.4 million during the six months ended
30 June 2015. The increase was mainly attributable to our
adjustment of operating strategies and vigorous development
of supply chain finance to provide guarantee services to a
wider range of customers; and

During the six months ended 30 June 2016, the guarantee
and consulting fee income generated from our non-financing
guarantee businesses was RMB15.1 million, representing
a growth of RMB7.8 million, or 106.8%, as compared
with RMB7.3 million during the six months ended 30 June
2015. The increase was caused by our adjustment of our
operating strategies and stepped up marketing for our
capital preservation fund and other non-financing guarantee
products with lower credit risks.
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Net interest and handling fee income

During the six months ended 30 June 2016, our net interest
and handling fee income was RMB352.3 million, representing
a decline of RMB122.5 million, or 25.8%, as compared with
RMB474.8 million during the six months ended 30 June 2015.
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:

e During the six months ended 30 June 2016, interest and
handling fee income of our micro and small loan business
was RMB286.9 million, representing a decline of RMB66.4
million, or 18.8%, as compared with that during the six
months ended 30 June 2015. This was mainly due to a
combined effect of the decrease in average return rate of
micro and small loans and the average balance. During
the six months ended 30 June 2016, the average interest
and handling fee rate of the micro and small loan business
was 15.2% (during the six months ended 30 June 2015:
18.7%). During the six months ended 30 June 2016, the
monthly average balance of micro and small loan business
was RMBS3,766.6 million, representing a slight decline of
RMB21.1 million, or 0.6%, as compared with RMB3,787.7
million during the six months ended 30 June 2015; The
decline in the average return rate of micro and small loans
was mainly due to:

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 actively lowered fee rates of the micro and small loan
business. As a result, the average interest and handling
fee rate of our micro and small loan business showed a
slight downward trend. Meanwhile, in 2016, we proactively
adjusted the type of credit loan business, expanded our
consumer loan business and commercial paper discount
business with relatively lower credit risks and fee rates, which
resulted in a decline of the average interest and handling
fee rate of our micro and small loan business. During the
six months ended 30 June 2016, the interest and handling
fee rate of our micro and small loan business ranged from
12.5% to 21.6%, its pricing strategy declined slightly by
approximately 5% as compared with the year of 2015;

Hanhua Financial Holding Co., Ltd.
BESEROERAA

MNERFEBEFERA

#H E2016F6430H 1-61E A HifHE - H I
FERFEBFRAAAREKIS23EHE
JC BE =2015F 6 4301 1E61E A 2 fE F
ERFEBREWNAARELI7TASEE L A
D ARB12258 870 (£ 1825.8% ° 3% R
LPEBRNHERNMZALEZTAEBENFE
RFBEBUWATHRUARFNERFEES T
BRARFZEMME P

o EZE2016F6H30H I-61E A HAME - &
MR NIERFERFEBRABA
R#0286.9F 8B JL  R&E £2015F6 A
30H 1-61E A B fm 2 AR #e6.45
BT [£1818.8% T ERAANMIE
SRR E T AR R T [
HREFERB -8 £2016F6 5308
1F61E B AR - N E R ES R F
BRFEEBERE152% (B E2015%
6A30H IL6ME A HAIM : 18.7% ) - HE
201646 308 1-61E A HifE - MM E
MEBH B9 A ARY3,766.6
BEJL REE2015F6 A30H 61
AEIEAFHREARES787.788
TT 0 METRBEARB21ATE T FIE
0.6%  NMIBERFHRE RN TR E

FEINEBBER AN TREMBRAT BT
EREMFTHR AL ERE RPN E
BMEEMMBE  RMESERENHE
REBRKE X FERMNMIER
¥ TFHANERFEEL—FHZ /)
R T PEBE - B 2016F F X&)
ARERTEEEGES BMNTEERF
BRAHEENEBENRERZE
BRIAER FEIMEREEESF
ERFEBERT -HZE2016F6A
308 I-618 A B - |/ N E R E
BHMNERFEERREMA125%E
21.6% EFEREER2015F /N ET
[&5%4H A :
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During the six months ended 30 June 2016, interest and
handling fee income of our entrusted loan business was
RMB191.6 million, representing a decline of RMB14.2
million, or 6.9%, as compared with that during the six
months ended 30 June 2015. This was mainly due to a
combined effect of the decrease in the average return rate
of the entrusted loan and 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
our fee rates for 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 2016, the average interest
and handling fee rate of the entrusted loan business was
18.3% (for the six months ended 30 June 2015: 19.5%). For
the six months ended 30 June 2016, the monthly average
balance of entrusted loan business was RMB2,096.4 million,
representing a slight decline of RMB15.1 million, or 0.7%, as
compared with RMB2,111.5 million for the six months ended
30 June 2015; This was mainly attributable to our active
adjustment of our guarantee business structure and gradual
reduction of the bank financing guarantee business. As a
result, the restricted bank deposits balance dropped.

During the six months ended 30 June 2016, interest income
relating to our cash in banks and restricted bank deposits
was RMB32.5 million, representing a decline of RMB8.8
million, or 21.3%, as compared with that during the six
months ended 30 June 2015. This was mainly attributable to
our active adjustment of guarantee business structure and
gradual reduction of the bank financing guarantee business.
As a result, the restricted bank deposits balance dropped.
We continued to adopt more flexible cash management
strategies and made investments 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 2016, handling fee
and commission income generated from our internet financial
service was RMB4.3 million, which was mainly from the
“Hanhua Yun” platform that provides services for issuing
online information and matching services for transaction;
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During the six months ended 30 June 2016, interest and
handling fee income generated from our factoring business
was RMB18.0 million, which was mainly from the factoring
group that provides factoring service;

During the six months ended 30 June 2016, interest and
handling fee income generated from our finance leasing
business was RMB5.5 million, which was mainly from the
leasing group that provides finance leasing service; and

During the six months ended 30 June 2016, our interest and
commission expense was RMB186.5 million, representing an
increase of RMB59.6 million, or 47.0%, as compared with
RMB126.9 million for the six months ended 30 June 2015.

During the six months ended 30 June 2016, we transferred
loans of RMB441.9 million to independent third parties,
and provided guarantees for the default payments of
the principles and interests of the loans and advances
transferred. As the transfer did not meet the requirement
for the derecognition of financial assets, the loan balance
transferred was recorded under “loans and advances to
customers” in the consolidated financial statements, and
the amount of proceeds received was recorded under
“other interest-bearing liabilities”. Meanwhile, the related
interest income relating to the loan transferred of RMB64.1
million (for the six months ended 30 June 2015: nil) and
interest expenses relating to other interest-bearing liabilities
of RMB45.4 million (for the six months ended 30 June
2015: nil) were recognised under “interest and handling fee
income” and “interest and commission fee expenses” on the
consolidated financial statements, respectively. Excluding this
part of interest and commission fee expenses, during the six
months ended 30 June 2016, our interest and commission
fee expenses was RMB141.1 million, representing an
increase of RMB14.2 million, or 11.2%, as compared
with RMB126.9 million for the six months ended 30 June
2015. The increase was mainly attributable to the business
expansion which led to an increase in the financing balance.
Through business adjustments conducted in 2015 and
the first half of 2016, our financing structure became more
reasonable, gradually focusing on corporate bonds and asset
income securities with lower interest.
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Other income

For the six months ended 30 June 2016, income from other
businesses was RMB7.4 million, representing a decline of
RMB8.1 million as compared with that for the six months ended
30 June 2015 and was mainly attributable to the receipt of less
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 2016, we made provisions of RMB2.4 million for
guarantee losses.

Provision rate reflects the amount of provisions 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 31 December 2015
and 30 June 2016, the provision rates for our credit guarantee
business were 1.5% and 1.1%, respectively. The decline of
provision rate was mainly because the proportion of the bond
guarantees with lower credit risks and capital preservation funds
guarantee to the whole product portfolio was increased from
47.9% as at 31 December 2015 to 67.8% as at 30 June 2016,
which altered the potential risks of the credit guarantee business
portfolio.

BEEERWED T

HA WA

HZE20166 A30H (618 A - IR HE M
E¥BWABARKE? AR BT BEZE2015
F6A30H L6EAARMIARMESITET
FERRARMUESRBUTHBKEIMNR
SRR DT -

RREEEES

EREEEESIZREBERMIVERES
EERBTLR HEREREBME R
B EKERHET - BLE20165F6 A30H
1F6fE A - BHMRIERBEEHS AR
2A4BETTe

BERRMBEMUEREENBEEKE
BEXAERBEERSHUBRER
#4258 - 2015912 A31H 201646 A30
H EZMEAEREBNBEERS A
1.5% 1.1% - BEEXTHREIEZEEARER
ERESRENEFERERAESE
REBEE®RMES R ON(GELBH20155F12
A31H #47.9%1E & £2016F6 308
67.8% FEEREREBEENELRER
L.

Interim Report 2016
ZE-AEhHRE

33



34

Management Discussion and Analysis

BERENWED

Impairment losses

During the six months ended 30 June 2016, our impairment
losses were RMB186.6 million, representing a decline of RMB96.8
million, or 34.2%, as compared with RMB283.4 million for the six
months ended 30 June 2015, of which:

° Impairment losses for receivables for default payments
declined from RMB188.6 million for the six months ended 30
June 2015 to RMB128.3 million for the six months ended 30
June 2016, which was mainly because the default payment
amounts of the guarantee business was RMB157.1 million
for the six months ended 30 June 2016, which declined
by RMB44.6 million as compared with that during the six
months ended 30 June 2015, leading to a decrease in
our provisions. As at 30 June 2016, the provision rate of
the receivables for default payments was 55.7% with no
significant changes as compared with the provision rate of
55.6% as at 31 December 2015;

e Impairment losses for micro and small loans and entrusted
loans declined from RMB94.8 million for the six months
ended 30 June 2015 to RMB54.0 million for the six months
ended 30 June 2016, which was mainly attributable to
the decrease in the scale of SME lending business, which
caused us to reverse provisions according to portfolio
standards. Meanwhile, the balance of overdue loans and
impaired loans decreased slightly, which caused us to
decrease specific provision for these loans. As a result,
the overall provision rate of the SME lending business
as at 30 June 2016 was 5.1%, representing a growth of
0.7 percentage points as compared with 4.4% as at 31
December 2015 and the overall risk resistance capabilities
were further enhanced;

° For the six months ended 30 June 2016, our impairment
losses of receivable for factoring business were RMB2.5
million, which was mainly attributable to the provisions
provided to the receivable for factoring business according to
portfolio standards.
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Management Discussion and Analysis

e For the six months ended 30 June 2016, our impairment
losses of finance lease receivable were RMB1.8 million,
which was mainly attributable to the provisions provided
to the finance lease receivables according to portfolio
standards.

Operating expenses

During the six months ended 30 June 2016, our operating
expenses were RMB391.8 million, representing a decline of
RMB28.8 million, or 6.8%, as compared with RMB420.6 million
during the six months ended 30 June 2015. This was mainly
attributable to our continuous adoption of cost optimization
management measures to control expenses, which resulted in a
slight decrease of operating expenses in total. Also, the project
cost to the total operating expenses 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 2016 was
RMB170.1 million, which remained stable as compared with
RMB168.1 million for the six months ended 30 June 2015;
and

2.  Excluding the employees’ remuneration, other operating
expenses for the six months ended 30 June 2016 was
RMB190.9 million, representing a decline of RMB17.3 million,
or 8.3%, as compared with that for the six months ended
30 June 2015. The decrease was mainly attributable to
() the decrease in taxable income such as guarantee and
consulting fee income and interest and handling fee income,
and change of business tax VAT policy, which caused a
decrease in business taxes and surcharge by RMB15.5
million; and (i) the decrease in entertainment expenses and
depreciation and amortisation, etc. by RMB4.2 million.

BEEERWED T

o  HE2016F6A30H I-61E 7 HifH - E
KpERERNEERBERRAAAR
¥1gaBL TERYERRERAE
HIRBEGFHIRBEME

EEXH

#H E=2016F6 A30H LE61E A HiR - I8
2EYHAARBI9ISEHEE T REZE
201556 A30H 161 A AifE A R #420.6
BET RO ARB28.8HE T RiE
6.8% ' £ ERBEMIFERIMK KB E R
Bt BRIESIBEAMY HEEEIHA
BT LN FIEEBRBRGEES
HRBE L ORFHEREAMRE W EE
QUL By o HAp -

1 AETZEEUESEEOROIMN] E
EMBEIFHMWNERT  HE2016F
6A30H 1E61E A B - Ffe B i
Besms ARE1701BET BEE
20156 A30H LL61A A B T# i
ARM168 1B E THERFEBEM
N

2+ EHZE2016%F6H30H IL618 B #H - &
TZEEIFHMABERT HihZiE
THABEARKEI1Q09BE T BHE
20156 A30H IE61E A BB D AR
W17 3E BT RIES.3% WA EE
AR EREBHABRA - FERFE
BTN EERU AR D A K & Fiok
ESEFRRRBCEREED LW
IR ARB15588 T M(I)EH
REFE FTERBEERIZERR
DARELIOHEE T -

Interim Report 2016
ZE-AERHRE

35



36

Management Discussion and Analysis

B WD

Profit before taxation and profit margin before taxation

For the six months ended 30 June 2016, profit before taxation
was RMB217.3 million, representing a decline of RMB86.4 million,
or 28.4%, as compared with RMB303.7 million for the six months
ended 30 June 2015. For the six months ended 30 June 2016
and 2015, the profit margin before taxation were 27.5% and
33.4% respectively. The decline of profit before taxation was
mainly attributable to the decrease in net fee and interest income.

Net profit and net profit margin

For the six months ended 30 June 2016, our net profit was
RMB141.5 million, representing a decline of RMB77.0 million,
or 35.2%, as compared with RMB218.5 million for the six
months ended 30 June 2015. For the six months ended 30 June
2016 and 2015, our net profit margin were 17.9% and 24.1%
respectively.

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

Capital structure

As at 30 June 2016, our share capital was RMB4,600.0 million
comprising 3,430,000,000 domestic shares and 1,170,000,000 H
shares, both with a par value of RMB1.00 per share.

Gearing ratio

As at 30 June 2016 and 31 December 2015, our gearing ratio
(representing the total balance of interest-bearing borrowings
and financial assets sold under repurchase agreement and debts
securities issued, less cash and cash equivalents, divided by total
equity attributable to shareholders of the Company) was 11.7%
and 18.7% respectively.
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Management Discussion and Analysis

Liquidity and capital resources

We have funded our working capital and other capital
requirements primarily by equity contribution from shareholders,
bank borrowings, issuance of debt securities, 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.

As at 30 June 2016, our cash and cash equivalents were
RMB3,901.3 million. During the six months ended 30 June 2016,
the Group did not use any financial instruments for hedging
purpose.

Indebtedness

As at 30 June 2016, our total outstanding borrowings amounted
to RMB4,687.0 million, among which the borrowings with fixed
interest rate amounted to RMB4,616.0 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
reflects the extent of our involvement in the credit guarantee
business and also represents our maximum exposure to credit
losses. As at 30 June 2016, our outstanding guarantees totalled
RMB35,675.9 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.
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Major investment

The Group had no major investment during the six months ended
30 June 2016.

Major acquisition and disposal

Except as disclosed above, the Group had no major acquisition
and disposal for the six months ended 30 June 2016 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
RMB194.5 million as at 30 June 2016, are pledged as collateral
under loan agreements with commercial banks.

Contingent liabilities

Except for the off-balance sheet arrangements disclosed on page
37, the Group had no other significant contingent liabilities as at
30 June 2016.

INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend for the
six months ended 30 June 2016.

HUMAN RESOURCES

As at 30 June 2016, the total number of employees of the Group
was 2,099. Among which, undergraduate level and above was
1,714, accounting for 81.7%; post-secondary education and
below was 385, accounting for 18.3%. The Company continues
to select, cultivate and incentivise its employees according to the
employees’ career development management initiatives as set out
in the 2015 annual report of the Company dated 5 April 2016.
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DIRECTORS’, CHIEF EXECUTIVES’ AND
SUPERVISORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2016, 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
(@) 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
(b) to be recorded in the register
required to be kept under section 352 of the SFO; or (c) to be

Futures Ordinance (the “SFQ”)) which were required,

such provisions of the SFO); or

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:

(i) Interests in the Company

Other Information
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(i) REQFHER

Approximate Approximate
No. of percentage in percentage in
shares held relevant class of total share
Name of (shares) share (%)® capital (%)®
shareholder Position Class of share  Nature of interests EERAEE (EEBERHER EREEY
RRER B IR 13 % 5l BHEME (R) ZBHEAL%) ZBHBED %)
Tu Jianhua™ Director Domestic Share Interests of controlled 1,497,458,628 43.66 32.55
REE S NER corporation/others (Long position)
BEEER (fF2)
Wang Fangfei®  Director Domestic Share  Interests of controlled 231,632,653 6.75 5.03
TEEe B NER corporation (Long position)
XEEERR (&)
Zhang Guoxiang® Director Domestic Share  Beneficial owner/ 298,038,709 8.69 6.48
KB Bz NER Interests of controlled ~ (Long position)
corporation (18)
ERBEAAN/RBEE
#a
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Approximate Approximate

No. of percentage in percentage in

shares held relevant class of total share

Name of (shares) share (%)® capital (%)®

shareholder ~ Position Class of share  Nature of interests BEERGEE  GEBRGOER DTN

BRRER B IR 13 58 5 BEME () ZBAEAIL%Y ZBHEIL(%)°

Wang Dayong ~ Director Domestic Share  Beneficial owner 2,058,742 0.06 0.04
IXRE EE RET EREEA (Long position)
(F2)

Cui Weilan Director Domestic Share Beneficial owner 2,068,742 0.06 0.04
ERE B RE R ERBEEA (Long position)
(fF#)

Liu Jiaoyang Director Domestic Share  Beneficial owner 441,159 0.01 0.01
2%5 £z NER EREBA (Long position)
(F2)

Liu Bolin® Director Domestic Share  Interests of controlled 120,000,000 3.50 2.61
2Ry £z NER corporation (Long position)
XErERR (F2)

Li Ruping Supervisor Domestic Share Beneficial owner 2,205,795 0.06 0.05
Em¥ Ex RE R ERBEEA (Long position)
(fF2)

Qin Yong Supervisor Domestic Share  Beneficial owner 588,212 0.02 0.01
RE Ex NER EREBA (Long position)
(F2)

Chen Zhonghua  Supervisor Domestic Share Beneﬁcial owner 441,159 0.01 0.01
B £Z NER ERBEBA (Long position)
(F2)
Notes: Btat -

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 Chongqing Huitai Investment Co.,
Ltd. (“Huitai”), Mr. Tu Jianhua is deemed to be able to exercise
the voting rights of the 295,269,848 Domestic Shares held by
Huitai.

Hanhua Financial Holding Co., Ltd.
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2. Ms. Wang Fangfei directly holds 55% of the equity interest
of Chongging 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 Chongqging Jiulong.

3. Mr. Zhang Guoxiang directly holds approximately 66.4% of
the equity interest of Huitai, which directly holds 295,269,848
Domestic Shares. Accordingly, Mr. Zhang Guoxiang is deemed
to be interested in the 295,269,848 Domestic Shares held
by Huitai. Mr. Zhang Guoxiang also directly holds 2,768,861
Domestic Shares.

4. Mr. Liu Bolin directly holds 75% of the 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.

5. As at 30 June 2016, 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.

6. As at 30 June 2016, there were 4,600,000,000 shares of the
Company in issue.

Save as disclosed above, as at 30 June 2016, 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); (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.
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(ii) 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.

SUBSTANTIAL SHAREHOLDERS’ INTEREST
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2016, the persons (not being a Director, chief
executive of the Company or Supervisor) or corporations who
have 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 deemed 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:

(i) 4R B 8 3

BEEE ARARSTHRABENE
SEARAMEBEIE (EEEESF R
HIE R B SEXVER) /9 B £~ 18 BA B 1D
MEFTEBEMERIOKE -

FERRARORAEBRG 2 #EHE

NN
&ﬁk%

MR20165F6 308 * AR Bz i) kA8
B 15 R B IR IR B 5 R B SR B EXVEL S
OR3P EARARNE R RFTHEE 2
FAR - R ARIEE SRS 15525336
KAEABGFzERMAZESZSKAR i
BEE R SREEGERW B REF ] R E M
BRTEARBIBRREANGIRE Z A
ARz EEFEES%IA E 2Rz A+
(WIARBEE FRITHABRES)
AR OT

Approximate Approximate

No. of percentage in percentage in
shares held relevant class of total share
Name of (shares) share (%)* capital (%)®
shareholder Class of share  Nature of interests FERABYE EEBERGER EREEY
REEH I 13 85 BHME (&) ZBRBAL)Y  ZBRED(%)

Loncin Holdings!" Domestic Share Beneflcial owner/others 1,497,458,628 43.66 32.55
EEZRO RER ERBBEA/EM (Long position)
(fF2)

Loncin Group®? Domestic Share Interests of controlled 1,497,458,628 43.66 32.55
BEEEC NER _corporation/others (Long position)
REEERE /B (478)

Huitai Domestic Share Beneficial owner 295,269,848 8.61 6.42
2% NER ERBEEA (Long position)
(#8)

Chongging Jiulong Domestic Share  Beneficial owner 231,532,653 6.75 5.08
EENE NER ERBEA (Long position)
(fF2)

Wang Mingyue Domestic Share Beneficial owner 269,824,593 7.87 5.87
T A NER ERBEEA (Long pgzitig\n))

=
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Notes:

1. 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 295,269,848
Domestic Shares held by Huitai.

2. 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
295,269,848 Domestic Shares held by Huitai.

3.  The 1,497,458,628 Shares held by Loncin Group and Loncin
Holdings are of the same interest and duplicated each other.

4.  As at 30 June 2016, the issued Domestic Shares and the H Shares
were 3,430,000,000 shares and 1,170,000,000 shares, respectively.

5. As at 30 June 2016, there were 4,600,000,000 shares of the
Company in issue.

DIRECTORS’ CHIEF EXECUTIVES AND
SUPERVISORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

None of the Directors, chief executives, 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 2016.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2016, there was no purchase,
sale or redemption of any listed securities of the Company by the
Company or any of its subsidiaries.

Other Information
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Other Information

Hfb&E#

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 2016 and this
interim report have 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.

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 three executive Directors, seven 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 2016, the Company has complied with the Code Provisions.

Hanhua Financial Holding Co., Ltd.
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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 full compliance with
the relevant standards stipulated in the Model Code during the six
months ended 30 June 2016.

CHANGES OF INFORMATION OF DIRECTORS
AND SUPERVISORS

On 3 March 2016, the resolutions for the election of the second
session of the Board and the board of supervisors were approved
at the first extraordinary general meeting in 2016. Mr. Zhou Xinyu,
one of the non-executive Directors, retired as a non-executive
director. Mr. Wang Dayong was appointed as an executive
director of the second session of the Board. Mr. Zhou Daoxue, a
shareholder representative supervisor of the Company, retired as
a shareholder representative supervisor of the Company. Ms. Qin
Yong was appointed as a shareholder representative supervisor of
the second session of the board of supervisors of the Company.
The appointment of the second session of the Board and the
board of supervisors became effective on 13 March 2016. Please
see the relevant details in the circular dated 17 January 2016 and
in the announcement dated 3 March 2016 of the Company.

Mr. Qian Shizheng, an independent non-executive Director, was
appointed as an independent non-executive director of Red Star
Macalline Group Corporation Ltd., a company listed on the Stock
Exchange (Stock Code: 1528) on 19 April 2016.

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.

Other Information
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Other Information

Hfb&E#

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 during the six months ended 30 June 2016.

SUBSEQUENT EVENT

Except as disclosed in this report, no other significant event took
place subsequent to 30 June 2016 up to the date of this report.

Hanhua Financial Holding Co., Ltd.
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Independent Review Report

e

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 49
to 112 which comprises the consolidated statement of financial
position of Hanhua Financial Holding Co., Ltd. (the “Company”)
and its subsidiaries (collectively the “Group”) as of 30 June 2016
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

BYERA®RS

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
2016 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

26 August 2016

Hanhua Financial Holding Co., Ltd.
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Consolidated Statement of Profit or Loss — unaudited

AEFRNSHERR

For the six months ended 30 June 2016 ¢ &, £201696 HA30H 1F61E A
(Expressed in Renminbi (‘RMB”)) (A AR (AR ])5IR)

Six months ended 30 June

H Z6H30H 1L61E A
2016 2015
20164 20154
Note RMB’000 RMB’000
k23 AR FTT AR For
Guarantee and consulting BEREBHABUIA 439,121 433,913
fee income
Re-guarantee expenses BERER (607) (746)
Net guarantee and consulting BREEREFWA 438,514 433,167
_feeincome
Interest and handling fee income FEBERFEBIRA 538,803 601,727
Interest and commission expenses HERFEE L 4(a) (186,474) (126,889)
Net interest and handling FMERFEBFRA 352,329 474,838
_feelncome
Net fee and interest income FFHEERFBBRA 3 790,843 908,005
Other income A 7,354 15,490
(Provisions)/reversal for (3t12) SO EREE (2,402) 85,197
guarantee losses £EE
Impairment losses BEREIBX 3 (186,598) (283,405)
Operating expenses EiEY 4(b) (391,751) (420,623)
Net foreign exchange loss E 5 F e 18 (237) (963)
Share of profits of associate HEE P EERD 97 -
&&=
Share of losses of joint venture HEZDLEBERY 2 -
"EEBKX
Profit before taxation i AT A E 4 217,304 303,701
Income tax Frigti 5 (75,840) (85,180)
Profit for the period HA 0 R 141,464 218,521
Attributable to: BER:
Shareholders of the Company RAFRRE 135,408 207,745
Non-controlling interests JEPE I 1 HE = 6,056 10,776
Profit for the period HA i A1 7 141,464 218,521
Earnings per share BRWE
Basic and diluted EXARWE (28 7 0.03 0.05
(RMB) BUR/RARET)

The notes on pages 57 to 112 form part of this interim financial

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

AEERNEHERRAMGRERER

For the six months ended 30 June 2016 ¢ #, 2201646 A30H 1-61E A

(Expressed in RMB) (JAAR¥5I7R)

Six months ended 30 June

B Z6H30H 1L6fEA
2016 2015
20164 20154
RMB’000 RMB’000
AR T AR #BTFor
Profit for the period 141,464 218,521
Other comprehensive income MAHMAERE R
for the period (after tax and (BB RELESH
reclassification adjustments): PTHEAER)
ltem that may be reclassified AR EEEREN
subsequently to profit or loss:
Available-for-sale financial assets: At HESREE - 3,721 588
net movement in the fair value
reserve
Exchange differences on BEF NN B AR R (3,760) -
translation of financial MR ME N 58
statements of overseas
subsidiaries
Total comprehensive income HRGEWFEET 141,425 219,109
for the period
Attributable to:
Shareholders of the Company 135,369 208,333
Non-controlling interests JEVEHI M 6,056 10,776
Total comprehensive income HREZEE KR 141,425 219,109

for the period

The notes on pages 57 to 112 form part of this interim financial

report.

Hanhua Financial Holding Co., Ltd.
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Consolidated Statement of Financial Position — unaudited

AEFZNS U BARRE

At 30 June 2016 ¢ 12201646 A30H
(Expressed in RMB) (JAAREEFI7R)

At 30 June At 31 December
M6H30H MW12A318
2016 2015
20164 20154
Note RMB’000 RMB’000
BiaF AR¥Fr AR Fr
Assets BE
Cash and cash equivalents HEEe 8 3,901,311 2,803,885
Restricted bank deposits FRERRES 1,268,800 1,400,061
Trade and other receivables JRE U % L Ath B U 50 IE 9 1,673,497 1,262,238
Receivables for factoring business & 4R I8 kI8 295,912 217,953
Loans and advances to customers M E X R B X 10 5,670,136 7,137,771
Available-for-sale financial assets AL ESRERE 11 654,440 106,886
Property, plant and equipment Y BB KR 12 434,856 432,658
Intangible assets EmREE 7,061 4,207
Interest in associate REfRERE 60,151 60,054
—ErE
Interest in joint venture REIRERE 9,995 9,998
—EE R
Goodwill EES 11,190 11,190
Deferred tax assets ELEFTISTMEE 13 377,751 349,607
Repossessed assets BEEE 141,849 94,802
Finance lease receivable FE U B & T & 5K 14 175,318 69,718
Total assets EEHAS 14,682,267 13,961,048
Liabilities =R
Interest-bearing borrowings sFEER 15 462,573 300,000
Financial assets sold under BEHOEeREE 16 775,424 1,388,477
repurchase agreement
Deferred income REBHETEFS 498,908 385,766
Provisions for guarantee losses BREEEED 17 392,739 390,337
Customer pledged deposits FARZS 18 82,781 27,097
Accruals and other payables FEET I E b FE A 3RIE 19 1,519,199 1,498,059
Current tax liabilities EHMENAE 163,093 143,612
Debts securities issued JE 1T B 25 20 3,449,030 2,382,243
Total liabilities 8BS 7,343,747 6,515,591
NET ASSETS REE 7,338,520 7,445,457

Interim Report 2016
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Consolidated Statement of Financial Position — unaudited (Continued)

AREENEHTBRRR (&)

At 30 June 2016 * £20165F6 H30H
(Expressed in RMB) (JAAR¥5I7R)

At 30 June At 31 December
A6H30H ®12A318
2016 2015
20165 20154
Note RMB’000 RMB’000
i aF AR¥Fr ARMFor

CAPITAL AND RESERVES EARKFE 22
Share capital [i% < 4,600,000 4,600,000
Reserves ] 2,122,447 2,186,346
Total equity attributable to AATBRREMBRAETE 6,722,447 6,786,346

shareholders of the Company

Non-controlling interests JE 42 Fl M R =R 23 616,073 659,111
TOTAL EQUITY EREE 7,338,520 7,445,457

Approved and authorised for issue by the board of directors on 26 wEEgHE REER20165F8 H26 8

August 2016.

£

Name: Zhang Guoxiang
Position: Chairman of the Board

RE
EFSTE

Name: Ren Weidong (Company stamp)
Position: Chief Financial Officer
AR NEENE

BERAEE

The notes on pages 57 to 112 form part of this interim financial FEE57TEE112B TS M aE B A A o HR BF 75

report.
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Consolidated Statement of Changes in Equity — unaudited

ARBEENSHRREREB R

For the six months ended 30 June 2016 ¢ &, £2016%6 A30H 1-61E A
(Expressed in RMB) (JAAREEFI7R)

Attributable to equity shareholders of the Company

RRAREREAER
Non-
Share Share Capital Surplus General Retained controlling Total
capital premium reserve reserve reserve eamings Subtotal interests equity
—RER KAR FiHIE BRE
B B3 EE BARE PN B ME it s ERA

RMB'000 AMB'000 RMB'000 AMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ANEETT ANRETT ARETT ARETT ARETT ARETT ARETZ

Note 22(b)  Note 22(c)f) ~ Note 22(c)lij) ~ Note 22(c)fii) ~ Note 22(c)fiv) Note 23
Wioo)  WaEooe))  WaE2oeN W22 K22 Hit2s
Balance at 1 January 2015 12015%1 A1 B f &5 4,600,000 1,275,348 264,879 - 215,510 510,177 6,865,914 710,507 7,576,421
Changes in equity for the six E2201546A308
months ended 30 June 2015: 16 ABIEREE):
Profit for the period oAbl - - - - - 207,745 207,745 10,776 218,521
Other comprehensive income ~ Efti & A Ytz - - 588 - - - 588 - 588
Total comprehensive income SANEA - - 588 - - 207,745 208,333 10,776 219,109
Equity-settled share-based WEREENRHZH - - 44,330 - - - 44,330 - 44,330
payment (Note 21) (Hiet)
Capital injection in subsidiaries  ME 2 @231 - - - - - - - 3,500 3,500
from non-controling interests ~ B3E &
Cash dividends paid to the equity AR TRE 2 - - - - - (460,000) (460,000) - (460,000)
shareholders of the Company ~ B£K 2
Cash dividends paid to BEzzElie: 5+ - - - - - - - (44,800) (44,800)
non-controlling interests XHZRERE
Balance at June 30, 2015 1#2015F6 4308 K& # 4,600,000 1,275,348 309,797 - 215,510 257,922 6,658,577 679,983 7,338,560

Interim Report 2016
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Consolidated Statement of Changes in Equity — unaudited (Continued)
AEBRNEOHRREREER (F)

For the six months ended 30 June 2016 o & Z201646 A30H I+61& A

(Expressed in RMB) (JAAR¥5I7R)

Attributable to equity shareholders of the Company

RRARERAAER
Non-
Share Share Capital Surplus General Retained controlling Total
capital premium reserve reserve reserve eamings Subtotal interests equity
—RER RAR FEHIE Bx
BRA R EE BADE RBRTE B b} it ER ERA
RMB000 RMB 000 RMB 000 AMB 000 RMB 000 RMB'000 RMB000 RMB000 RMB000
ARBTFT  ARKETT AREFT AREFT  AREFT  AREFrT  AREFI  AREFT  AREFZ
Note 22(b)  Note 22(c))  Note 22(c)lij) ~ Note 22(c)fii) ~ Note 22(c)fiv) Note 23
Hitoo)  Bitooe)y) Mooy R Hieo)) Hi#23
Balance at June 30 and R2015%6/30A 7 4,600,000 1,275,348 300,797 - 215,510 257922 6,658,577 679983 7,338,560
1 July 2015 TR1BMEH
Changes in equity for the EHZ2015512A318
six months ended 6B ANESSE:
31 December 2015:
Profit for the period BRF|E - - - - - 95,215 95,215 38,429 133,644
Other comprehensive income ~ H &4 Iz - - - - - - - - -
Total comprehensive income A NEAF - - - - - 95,215 95,215 38,429 133,644
Equity-settled share-based IWESEENRD T - - 36,793 - - - 36,793 - 36,793
payment (Note 21) (Hi#t21)
Purchase equity interest from B FE R 1 ER MR 12 - (4,239) - - - - (4,239) (61,761) (66,000)
non-controlling interests
Acquisition of subsidiary WEMERR - - - - - - - 2,460 2,460
Appropriation to surplus reserve  RERE A TE - - - 53,303 - (53,303) - - -
Appropriation to general reserve  12E — MR E K £ - - - - 61,783 (61,783) - - -
Balance at 31 December 2015 12015512831 AMERE 4,600,000 1,271,109 346,590 53,303 277,293 238,051 6,786,346 659,111 7,445,457

Hanhua Financial Holding Co., Ltd.

BESEROERLA



Consolidated Statement of Changes in Equity — unaudited (Continued)
AEEBRNEOHRREREER ()

For the six months ended 30 June 2016 o & Z201646/530H (L61E A
(Expressed in RMB) (JAAREEFI7R)

Attributable to equity shareholders of the Company

ARAREREAEL
Non-
Share Share Capital  Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve earnings Subtotal interests equity
PR -Rak FiEpit RR
R&  RGEE  ERRE FEEE BHOR B RIEAE Nt B&  ERA
RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMB 000
ANEETL  AREFT  AEETT AREFT AEETr  AREFr AREFrT AREFT AREFT  ARETT
Note 22b)  Note 22(c)f)  Note 22(c)fi) ~ Note 22(c)fy)  Note 22(c)fii) ~ Note 22(c)fiy) Note 23
Witoop)  Witoael) Wiz Wizae))  WR22eh  Wiz2e)y) Hitzs
Balance at 1 January 2016 R2OI6E1A1BMES 4,600,000 1,271,109 346,590 - 53,303 277,203 238,051 6,786,346 650,111 7,445,457
Changes in equity for the HZ201656530R
six months ended LefAMERESE:
30 June 2016:
Profit for the period BRI - - - - - - 135,408 135,408 6,056 141,464
Other comprehensive income EfpRalE - - 3,721 (3,760) - - - (39) - (39)
Total comprehensive income Fakmast - - 3,721 (3,760) - - 135,408 135,369 6,056 141,425
Equity-settled share-based DEREERRHTH - - 30,732 - - - - 30,732 - 30,732
payment (Note 21) (Hi21)
Appropriation to surplus reserve  RREUAHATE - - - - 20,481 - (29,481) - - -
Cash dividends paid to the equity FARAREZ 2 - - - - - - (230,000  (230,000) - (230,000)
shareholders of the Company Reke
Cash dividends paid to BEz:E 2355 3opd - - - - - - - - (49,004) (49,004)
non-controlling interests Rela
Balance at June 30, 2016 H016E6A30R MR 4,600,000 1,271,109 381,043 (3,760) 82,784 277,293 113978 6,722,447 616073 7,338,520

The notes on pages 57 to 112 form part of this interim financial

report.
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Condensed Consolidated Cash Flow Statement — unaudited

ARELZNEASHRERB R

For the six months ended 30 June 2016 ¢ &, £201696 A30H 1F61E A
(Expressed in RMB) (JAAR¥5I7R)

Six months ended 30 June

B Z6H30H 1L6f@A
2016 2015
20164 20154
RMB’000 RMB’000
AREFT AREFor
Operating activities RS
Cash generated from/(used in) mEESEEL (FTA) 1,751,525 (734,860)
operations "R &
PRC income tax paid AN B P 1S B 3K (90,297) (122,741)
Net cash generated from/ BESEEELS, (FTA) 1,661,228 (857,601)
(used in) operating activities REFHE
Investing activities REEH
Proceeds from sale of investments U [ #& & Fr 8 718 15,770 146,117
Proceeds from sale of property, WEMmZE - BE - &E & 45 -
plant and equipment and HERHERE
other non-current assets Fr 1S 3K 18
Payment for the purchase of XNBEME BER (48,939) (42,410)
property, plant and equipment BB REMIETE
and other non-current assets & E R FIE
Payments on acquisition of T ERFRIE (559,649) (162,470)
investments
Net cash used in investing RETHFAREER (592,773) (58,763)
activities
Financing activities EEEY
Net decrease of financial assets sold = £ B & 4 g & & 38 (613,053) (827,474)
under repurchase agreement 5%"5)&9\%"5
Net increase of interest-bearing sHEEFFIE NG 120,235 367,883
borrowings
Net proceeds from the issuance of  Z£17{&ZHFFT 15 I %58 1,064,902 1,488,000
debt securities
Net decrease of other HEztBaEF R (172,282) -
interest-bearing liabilities
Capital injection from R MRS AT A - 3,500
non-controlling interests
Dividends paid to equity RMARERRZ AR E (230,000) (460,000)
shareholders of the Company
Dividends paid to non-controlling A FE4E I 1 2 S A A (49,094) (43,968)
interests fi% 2
Other cash flows used in 53] E/\\%éﬁﬁ@ £ (91,500) (66,719)
financing activities HiRER
Net cash generated from EETHEANBESFEHE 29,208 461,222
financing activities
Net increase/(decrease) in cash E#¥&£# M~ (HL) 1,097,663 (455,142)
and cash equivalents FEE
Cash and cash equivalents 1A1RE¥ES 2,803,885 2,531,112
at 1 January
Effect of foreign exchange IEERBETE (237) (963)
rate changes
Cash and cash equivalents 6H30HEXES 3,901,311 2,075,007

at 30 June

The notes on pages 57 to 112 form part of this interim financial

report.

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

For the six months ended 30 June 2016 e &, £201656 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (B X E S H FTigsN  WIAARB T THIR)

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 26
August 2016.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2015
annual financial statements, except for the accounting policy
changes that are expected to be reflected in the 2016 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 condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions
that are significant to an understanding of the changes
in financial position and performance of the Group since
the 2015 annual financial statements. The condensed
consolidated interim financial statements and notes thereon
do not include all of the information required for a full set of
financial statements prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”).

mRET

KA BREDBRETERERS
Fr7 IR Q RFE % 70 43 A A 3 55 1K
XoWiRBEAGHMAE ([B5E
SR AE ) B2 BEEER (&
Bt &R ) B34k P BT K iR A
ZHEMGRR - AP BRED R
201648 A26 H E R 1% -

RN B AR SR TR BB 7 S PR A 9
S BRERRRN2016F FEME
WRAHEAE B0 EFEHRN2016F
FEVBRERARRZ @A BERED
BROM- L EEFTBRESH 2FBHR
ffsE2

EREBEB ST ENEIMARHERZ T H
HmE FETERBELHE - (A5t
RERE HWEEPESHEK ZER
NREBEREARR/IEEEZRY
BERAE WARXHZERE ER
RAUEABRZEFART-

A BB REEHBEAE Y HR
REEERWBEEN T HEeRY
BN R B 52015F FEM B MK T
BURNM BN RRR T ENES
BEZNEHNXZHGHA - Ll
BA Gt BB SRR M i T B
RBEBWHEREER ([EBWH R
SRR B2 BOUBBRRZAE

Interim Report 2016
ZE-AERHRE

57



58

Notes to the Unaudited Interim Financial Report

2N

BRI E MEE

For the six months ended 30 June 2016 o &, £201656 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

BASIS OF PREPARATION (CONTINUED)

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 2015 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.

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of amendments to
HKFRSs that are first effective for the current accounting
period of the group. Of these, the following amendments are
relevant to the group:

e Annual Improvements to HKFRSs 2012-2014 Cycle

e  Amendments to HKAS 1, Presentation of financial
statements. Disclosure initiative

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.

Hanhua Financial Holding Co., Ltd.
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Notes to the Unaudited Interim Financial Report
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For the six months ended 30 June 2016 e &, £201656 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

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.

SME lending

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

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.
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AR AE A R A B 7 3 S B

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

3 SEGMENT REPORTING (CONTINUED) 3 DEHE (F)
Internet Financing business EHPSmER
This segment represents the provision of a range of financial ZoE RPN ERMEARE RS
intermediary services and assets information services to EHBTaemTPNREREEEFES
small and medium sized enterprises and individuals in the R 75 ©

internet platforms.

Leasing business HEXEXK

This segment represents the provision of a range of finance ZoHMMEFRE-—RINBMER

lease, operating lease and related consulting services to B K HERAEEART-

customers.

Others Hh K

This segment represents the aggregation of other non- ZOHEBREARTHMIFERER K

significant business lines and the operational results of the BRI EEE -

headquarters.

(a) Segment results, assets and liabilities (a) 2HAB - EEREE
For the purposes of assessing segment performance ABTHESEIFNEERR
and allocating resources between segments, the HREAR XEEEREESE
Group’s senior executive management monitors the HENEBRNSIHERE BE
results, assets and liabilities attributable to each LBE EEEENFEREERN
reportable segment on the following bases: ™
Segment assets include all tangible, intangible assets DMWEERBZFBR DM
and current assets with the exception of deferred tax BENEE BREERRBE
assets. Segment liabilities include all liabilities managed EEBETEEELERSHEE-
directly by the segments. NHBEEREMERSSBEE

EEMNEE-

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

RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

3 SEGMENT REPORTING (CONTINUED)

(@) Segment results, assets and liabilities

(Continued)

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 added a new business segment-
Leasing business and disclosed this business segment
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 2015 have
been restated accordingly.

3
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 7 3 S B

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

3 SEGMENT REPORTING (CONTINUED)

(@) 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 2016 is set out below:

3

DEBE (&)

(@ 2WMAB - BEERKE(F)

4 5 BEH 220166 A308 Lt
6l A DB ERNFIED HBEE
REFTAEEEEEND BRE
#HHWT

Six months ended 30 June 2016

HZ2016F6530A LL61EA
Guarantee
and
Entrusted Internet
Loan SME Factoring Financing Leasing
Business Lending Business Business Business Others Total
ERRER MMt E BB
BN EREH REEH SREHS HEXH Hi %% Ch
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBBFT ARETT AREFT AREFRT ARETT AREFT ARETZT
Net guarantee and ERRENAE 438,514 - - - - - 438,514
consulting fee income FIA
Net interest and handling fee FERFEERF 127,828 257,837 33,797 2,265 6,759 (76,157) 352,329
income/(expense) WA/ (Zi)
Reportable segment DA/ (FHH) 566,342 257,837 33,797 2,265 6,759 (76,157) 790,843
income/(expense)
Other net income H AR E 4,554 475 7 2,093 - 320 7,449
Provisions for guarantee losses HREREEEES (2,402) - - - - - (2,402)
Impairment losses BERERX (96,567) (85,293) (2,967) - (1,771) - (186,598)
Operating expenses BET (193,620) (84,443) (5,283) (19,816) (323) (88,266)  (391,751)
Net foreign exchange losses EHBRFE - - - - - (287) (237)
Reportable segment profit/(losses) 7 0 & Al 278,307 88,576 25,554 (15,458) 4,665 (164,340) 217,304
before taxation FIE,/ (#8%)
62 Hanhua Financial Holding Co., Ltd.
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RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

SEGMENT REPORTING (CONTINUED) 3 oEHE (&)

(a) Segment results, assets and liabilities

(@ 2WMAB -BEERKE(F)

(Continued)
At 30 June 2016
R201656A30H
Guarantee
and
Entrusted Internet
Loan SME Factoring Financing Leasing
Business Lending Business Business Business Others Total
BRREZER Iy i3 EEH
BREHR EREH REER SRER HEXHK Hit %% Ch
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETT AREFT AREFT ARETT AREFT ARETZT
Segment assets AHEE 8,545,448 4,495,708 397,865 94,484 230,415 540,596 14,304,516
Segment liabilities HHEE 3,075,093 1,594,646 49,553 261 29,160 2,595,034 7,343,747
Six months ended 30 June 2015
EHZ201546A30A 1L61E A
Guarantee
and
Entrusted Internet
Loan SME Factoring Financing Leasing
Business Lending Business Business Business Others Total
ERRER MG E EHA
ERER ERES REEH CREHR HEX Hih %% Ch
RMB 000 RMB000 RMB 000 RMB 000 RMB'000 RMB 000 RMB 000
ANBEFT AREFT AREFT AREFT AREFT AREFT ARETT
Net guarantee and EREFABFRA 433,167 - - - - - 433,167
consulting fee income
Net interest and handling fee FISRFEBFRA 166,951 290,026 22,332 2,539 - (7,010) 474,838
income/(expense) /()
Reportable segment DEBA/ (X)) 600,118 290,026 22,332 2,539 - (7,010) 908,005
income/(expense)
Other net income Hib AT 12,899 158 6 1,928 - 499 15,490
Reversal for guarantee losses HEORREEEES 85,197 - - - - - 85,197
Impairment losses AEREBRX (205,867) (73,500) (4,038) - - - (283,405)
Operating expenses EEIM (244,815) (98,978) (6,526) (7,843) - (62,461) (420,623)
Net foreign exchange losses EXEXFHE - - - - - (963) (963)
Reportable segment profit/(losses) 7 &b &A1 FIE,/ 247,532 117,706 11,774 (3,376) - (69,935) 303,701

before taxation

(%)
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AR AE A R A B 7 3 S B

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

3 SEGMENT REPORTING (CONTINUED)

(@) Segment results, assets and liabilities

3

DE|E (&)

(@ 2WMAB - BEERKE(F)

(Continued)
At 31 December 2015
72015512 A31H
Guarantee
and
Entrusted Internet
Loan SME Factoring Financing Leasing
Business Lending Business Business Business Others Total
ERREFE  MALE B
EREB BEREB REXB 2EER HEEK AtXER &t
RMB 000 RMB000 RMB000 RMB 000 RMB 000 RMB000 RMB 000
ARETFT AEETFT AREFTT ARETT ARETT ARETT ARKTT
Segment assets PDHEE 7,749,560 5,000,749 386,792 195,434 84,073 194,833 13,611,441
Segment liabilities AHWERE 2,813,900 1,199,430 65,145 12,035 8,138 2,416,943 6,515,591

(b) Reconciliation of reportable segment assets

(b) ZBMEENFEG

At 30 June At 31 December
A6H30H ®12A318
2016 2015
20164 20154
RMB’000 RMB’000
AR T ARETFT

Assets BE
Reportable segment assets DEEE 14,304,516 13,611,441
Deferred tax assets BEEFTSMEE 377,751 349,607
Consolidated total assets BEA 14,682,267 13,961,048

64 Hanhua Financial Holding Co., Ltd.
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RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 ¢ & £201696 H30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

PROFIT BEFORE TAXATION 4 FBiATRE
Profit before taxation is arrived at after charging: HaAEE 5
(a) Interest and commission expenses (a) FAIERFEEZH
Six months ended 30 June
B Z6H30H 1t61E B
2016 2015
20164 20154
RMB’000 RMB’000
AR¥FTT AR For
Interest on debt securities issued BHEETHE 74,543 5,130
Interest on financial assets sold EXOBoREENS 46,887 83,116
under repurchase agreements
Interest on other interest-bearing HEMzrBaEra 45,430 -
liabilities
Commission paid to agents FEERAeTH 7,747 13,959
Interest on borrowings from banks R 1T & Z | & 5,950 8,395
Interest on borrowings from FEERITHEAE 18 SR B 5,917 16,289
non-bank institutions
Total interest and commission AMENFEBLHBHE 186,474 126,889

expenses

Interim Report 2016
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AR AE A R A B 7 3 S B

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

4 PROFIT BEFORE TAXATION (CONTINUED) 4 BiAIFIE (&)

(b) Operating expenses: (b) EEXZH

Six months ended 30 June

B Z6H30H 1L61E A
2016 2015
20164 20154
RMB’000 RMB’000
ARE T ARETFT
Staff costs 8 T %l
- Salaries, wages, bonuses and —I& %% RHK 134,959 139,560
other benefits H 48 F
— Contributions to retirement —EEZRRK 34,710 28,528
schemes
- Equity-settled share-based — AR E W IR D 30,732 44,330
payment expenses XRAX
— Termination Benefits —BREF 443 -
Operating lease charges in respect EE&KZHEE A 43,242 39,901
of buildings
Travel expenses =ik E 29,970 29,874
Depreciation expenses & WEERMEBHEER 21,957 23,886
amortisation expenses
Business tax and surcharges BN S KM 20,647 36,162
Office expenses /N 9,205 8,976
Meeting fee 2RE 8,514 8,569
Entertainment expenses EBHBEE 6,173 8,396
Others HAth 51,199 52,441
391,751 420,623

Hanhua Financial Holding Co., Ltd.
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RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

5 INCOME TAX 5 FES

Six months ended 30 June

B Z6A30A 618 A
2016 2015
20164 20154
RMB’000 RMB’000
AR¥F AR For
Current tax EHRES
Provision for PRC income tax AEREHIRHP B ATIS T 103,939 77,377
for the period (Note) (H1:E)
Deferred tax (Note 13) ELEFTER (H7E13)
Origination and reversal of THMEEENES (28,099) 7,803
temporary differences K 1B] #%
75,840 85,180
Note: it -
Except for Hanhua Guarantee Co., Ltd, Chongqing Hanhua Assets MREERRRNDERAR EEBEELE
Management Co., Ltd., Chongqing Hanhua Micro-credit Co., Ltd., ERERAF - EEMHENEERER
Sichuan Hanhua Financing Guarantee Co., Ltd., Xi’'an Hanhua Micro- BEAEAR -MIIBERERRBRAA
credit Co., Ltd., Nanning Hanhua Micro-credit Co., Ltd., Guiyang AZMHENEERERAR - BEMH
Nanming District Hanhua Micro-credit Co., Ltd., Beijing Hanhua ENBERER AR EE TR AR HE
Internet Technology Co., Ltd., Sichuan Hanhua Micro-credit Co., NEERERAR I RBEREEES
Ltd., and Horgos Huiwei Venture Capital Co., Ltd., the Company and RAR W BENEERERATRE
its subsidiaries are subject to PRC income tax rate of 25%. MR EMAIEREGR AT SN K
RNAREK B R RIRR25%F B EH R
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REFEX P HA R TR & M

For the six months ended 30 June 2016 o &, £201656 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

INCOME TAX (CONTINUED)
Note: (Continued)

Hanhua Guarantee Co., Ltd, Chongging Hanhua Assets
Management Co., Ltd., Chongging Hanhua Micro-credit Co., Ltd.
Sichuan Hanhua Financing Guarantee Co., Ltd., Guiyang Nanming
District Hanhua Micro-credit Co., 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 2016 and 2015.

Sichuan 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 2016.

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 2016 and 2015.

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.

Horgos Huiwei Venture Capital Co., Ltd. is a qualified enterprise
located in Horgos since January 26, 2016, and is therefore entitled
to exempt from PRC income tax in the first to the fifth years from
the first— profitable year, and be subject to a 50% reduction in PRC
income tax for the sixth year to the tenth year. Such tax exemption
and reduction shall be implemented upon registration and filing with
the tax authorities.

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

RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 ¢ & £201696 H30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

OTHER COMPREHENSIVE INCOME 6

(a) Available-for-sale financial assets

Hitt&R & W
(@ IHEHESREE

Six months ended 30 June

H Z6H30A 161 A
2016 2015
20164 20154
RMB’000 RMB’000
AR®FT ARETFT
Changes in fair value recognised BN B R 3,676 784
during the period NAEEED
Related income tax effect Fiisfs & 45 (196)
Net movement in the fair value BARREMLEE s 3,721 588
reserve during the period WROANEBEFEE
recognised in other
comprehensive income
EARNINGS PER SHARE 7 BRWE

The calculation of basic earnings per share is based on
the profit attributable to ordinary shareholders of the
Company of RMB135,408,000 (six months ended 30 June
2015: RMB207,745,000) and the weighted average of
4,600,000,000 ordinary shares (six months ended 30 June
2015: 4,600,000,000) in issue during the interim period.

There were no dilutive potential ordinary shares during the
six months ended 30 June 2016 and 2015, and therefore,
diluted earnings per share are the same as the basic

earnings per share.

EXGREEBREFHABMAETE
RARAREBRENDFBEARKE
135.408F &7t (# £2015%6 A30H
1IF6fE A : AR #207.745E 8B L) &
4,600,000,000% B % 17 I 18 A% &9 11
BT (HZE2015%6 A308 1-61E
A :4,600,000,0000% ) 5+ & -

A # 220165 M201596 A30H 16
BA 2BEBREAHENE R
it HEESR WS EFREANE K

o

BX

Interim Report 2016
ZE-AERHRE

69



70

Notes to the Unaudited Interim Financial Report

AR AE A R A B 7 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

8 CASH AND CASH EQUIVALENTS 8 E¥ES
At 30 June At 31 December
R6H30H M12H31H
2016 2015
20164 20154
RMB’000 RMB’000
AREFrT AREFT
Cash on hand EFEE 115 111
Cash at banks RITHER 3,901,196 2,803,774
Cash and cash equivalents in the affEEnER 3,901,311 2,803,885

consolidated cash flow statements WEBES

The Group’s operation of guarantees and loans to customers REBEEFEKERET P RENER

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 2016, cash at banks deposited in a related party
was amounted to RMB72.7 million (31 December 2015:

RMB41.1 million).

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

RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

TRADE AND OTHER RECEIVABLES 9 EWRHEMEWFIE

At 30 June At 31 December

M6H30H M12H31H
2016 2015
20164 20154
RMB’000 RMB’000
AR T AREFoT
Trade receivables and receivables JiE Uk B 7K e U AR B R 1,217,912 1,147,815
for default payments (Note 9(a)) (M =E9(@))
Less: allowance for doubtful debts B ERREMS (MIFE9(Db)) (677,237) (652,285)
(Note 9(b))
540,675 495,530
Interest receivables JRE W ) 2 191,725 115,936
Receivables for assets disposal JEREERE N 748,000 500,000
Other prepayments, deposits and other ~ H M FEf FIE 4 K& 193,097 150,772
receivables H b e W FRIE
1,673,497 1,262,238
Interim Report 2016 71
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Notes to the Unaudited Interim Financial Report

REE

B A% R 50 B 5 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

9 TRADE AND OTHER RECEIVABLES
(CONTINUED)

(a)

(b)

Aging analysis:

As of the end of the reporting period, the aging
analysis of trade receivables and receivables for default
payments, based on the invoice date and net of

allowance for doubtful debts, is as follows:

9 BWKRHEMEWNREF)

(a)

AR 70 4T

RBEHR REBEZFZAMEH
BRI IR 1R 2 IR UOR R K B UL
RERZEEITHT

At 30 June At 31 December
H6A30H M12A8318
2016 2015
20164 20154
RMB’000 RMB’000
AR F AREFT
Within 1 year —F AN 371,303 516,986
Over 1 year but less than 2 years —E-F 451,410 377,627
Over 2 years but less than 3 years —E=F 262,332 158,715
Over 3 years but less than 4 years —ZENF 102,506 89,244
Over 4 years but less than 5 years MERF 30,361 5,243
1,217,912 1,147,815
Less: allowance for doubtful debts & : SEBR & (677,237) (652,285)
540,675 495,530

Impairment of trade receivables: (b) FEUWRFRIEIRIE :

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.

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

RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

9 TRADE AND OTHER RECEIVABLES 9 EURHMEWKE (&)
(CONTINUED)
(b) Impairment of trade receivables: (Continued) (b) EEWFIERE: (&)
The movement in the allowance for doubtful debts LT ABBEBEAN s EREHE
during the period, including both specific and collective g (BERENEREAEEBEKXRm)

loss components, is as follows:

At 30 June At 31 December

MW6A30H M12H31H
2016 2015
20164 20154
RMB’000 RMB’'000
AREFTT ARBFIT
At the beginning of the period/year A HIFE 4] 652,285 449,154
Impairment losses recognised in REFEZRERZ 128,284 376,241
the consolidated statements of BERERK
profit or loss
Disposal during the period/year HFREE (103,721) (180,064)
Recoveries I Bl B 4% 88 389 14,480
Write-offs %88 - (7,526)
At the end of the period/year PEE R 677,237 652,285
At 30 June 2016, the Group’s receivables for default MR2016F6A30H AEEHEB
payments of RMB1,215.6 million (31 December 2015: ERRERAREL215.68 5
RMB1,143.0 million), were individually determined to g (2015F12A318: AR
be impaired. The individually impaired receivables were 1,143.08 87x) WHERET
related to customers that were in financial difficulties A A o B Bl R (B FE R ERIE S &
and management assessed that only a portion of the BHRE s ER mMEREED
receivables is expected to be recovered. Consequently, AR IR TEET R AR R B & A 3T
the individually assessed allowances for doubtful debts 19 FE U EIE - A It B 201646
of RMB677.2 million were made at 30 June 2016 (31 HA30BEH AR¥677.2HE & T
December 2015: RMB652.3million). (2015128318 : AR¥652.3

BETT) Z @B SERER -
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 8 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

(Expressed in RMB’000 unless otherwise indicated) (k& X & 3B Frigsh HUAARE T ILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS

10 BHRERR B

(a) Analysed by nature (a) TBMEEDW

At 30 June At 31 December

A6H30H ®12A318

2016 2015

20164 20154

RMB’000 RMB’000

AR¥ T ARETFT

Micro-lending PR EER 3,647,517 5,284,938

Retail loans BABER 2,069,146 1,515,470

Loans to individual business BAIEmFER 256,253 669,684

proprietors

Gross loans and advances to BEWER M 5,972,916 7,470,092

_customers BRe®
Less: Allowances for impairment BB SO EEE

losses

— Individually assessed — @B 5T (24,936) (28,005)

- Collectively assessed —HEFR (277,844) (304,316)

Total allowances for B BEEEERE (302,780) (332,321)

_ _impairment losses

Net loans and advances BEWMER N 5,670,136 7,137,771

to customers AFFR

Loans and advances to customers included loans under

repurchase agreements, amounting to RMB743.8 million
as at 30 June 2016 (31 December 2015: RMB1,355.7

million) (Note 16).

Hanhua Financial Holding Co., Ltd.
BESEROBRAA
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Notes to the Unaudited Interim Financial Report
REEZPHMBRE M

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrgsN HIAARETTIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERRBKR (F
(CONTINUED)
(a) Analysed by nature (Continued) (a) BHUEED W ()
Loans and advances to customers included loans of MR2016F6HA30H ' EHRE R K
RMB1,238.0 million arising from the consolidation of BRFRIEERAEEA FREE
structured entities which issued micro loan backed WEERT )V EEREESEHE
securities to institutional investors by the Group as at 30 FHEBCEEMEEN/NEER
June 2016 (31 December 2015: nil) (Note 28). FoAREEEAARK1,238.0
B8 (20156F12A311 1 &)
(FHI5E28) °
(b) Analysed by industry sector (b) BITEDW
30 June 2016 31 December 2015
201656 A30R 20156127318
RMB’000 % RMB 000 %
ANRETT % AREFT %
Wholesale and retail HBERTEZ 2,219,950 37.17% 2,839,998 38.02%
Manufacturing FlEE 828,525 13.87% 1,290,342 17.27%
Construction BEE 812,876 13.61% 834,295 11.17%
Real estate FinE 690,567 11.56% 1,128,652 15.11%
Leasing and commercial services & 8 % R % 420,184 7.03% 336,890 4.51%
Others Hity 1,000,814 16.76% 1,039,915 13.92%
Gross loans and advances to BERETR 5,972,916 100.00% 7,470,092 100.00%
customers BB
Less: Allowances for impairment 5 : & FUR B & 45 (302,780) (332,321)
losses
Net loans and advances to ENERRBTFE 5,670,136 7,137,771
customers

Interim Report 2016
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 8 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

(Expressed in RMB’000 unless otherwise indicated) (k& X & 3B Frigsh HUAARE T ILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS
(CONTINUED)

(c) Analysed by type of collateral

10 BRERRBR (&)

(c) REFREEIM

At 30 June At 31 December
M6A30H Mm12H318
2016 2015
20164 20154
RMB’000 RMB 000
AR¥Fr AREFoT
Guaranteed loans REBEEZ 2,606,989 3,113,603
Secured loans KERE X 1,753,833 2,182,127
Unsecured loans HEIERE R 1,612,094 2,174,362
Gross loans and advances to BHERNBRLATE 5,972,916 7,470,092
_eustomers
Less: Allowances for impairment BB SO EEE
losses
— Individually assessed — @B 5T (24,936) (28,005)
- Collectively assessed —HEFR (277,844) (304,316)
Total allowances for impairment BHORE (302,780) (332,321)
losses ik
Net loans and advances BEWMER N 5,670,136 7,137,771
to customers BFUFERE
76 Hanhua Financial Holding Co., Ltd.
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Notes to the Unaudited Interim Financial Report
REEZPHMBRE M

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrgsN HIAARETTIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERRBRK (&
(CONTINUED)
(d) Overdue loans analysed by overdue period (d) REBAHERZBBHER DT

At 30 June At 31 December

R6H30H m12H318
2016 2015
20164 20154
RMB’000 RMB’000
AR®FT AR TF
Overdue within 3 months (inclusive) #HA3ME A W (=318 5 ) 124,703 210,271
Overdue between 3 months to 6 BEI3ME B =618 A 80,625 122,521
months (inclusive) (5618 A)
Overdue between 6 months to one  #EI61E A =146 (14) 88,770 126,813
year (inclusive)
Overdue more than one year BHFEL F 98,172 62,382
392,270 521,987
Overdue loans represent loans, of which the whole or EaiEREREEHABr, A S
part of the principal or interest were overdue for one day FHFB@EIRKUA EZER-
or more.

Interim Report 2016
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

(Expressed in RMB’000 unless otherwise indicated) (X & BB Frigsh HUARE T ILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

10 BRERRBR (F

)

(e) Analysed by methods for assessing allowances (e) MEBEHERRBARTHBMELE
for impairment losses BzBERX oW
At 30 June 2016
#201656A30A
Impaired loans and advances
EHEERREN
Loans and
advances
for which for which
allowances allowances for which
are are are
collectively collectively individually
d d assessed Subtotal Total
BERREH
HRERERE HREER HRERERS
BaE BEE réa
KR BT ESE NE CH)
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFrT ARETT AREFT ARETFZ
Micro-lending INEBEER 3,577,646 17,163 52,708 69,871 3,647,517
Retail Loans BAER 1,929,618 132,094 7,434 139,528 2,069,146
Loans to individual business BEATIEPER 254,883 1,370 - 1,370 256,253
proprietors
Gross of loans and BHREZRK 5,762,147 150,627 60,142 210,769 5,972,916
advances to customers BHOE
Less: Allowances for W EFREER (171,852) (105,992) (24,936) (130,928) (302,780)
impairment losses
Net loans and advances BEWEFRR 5,590,295 44,635 35,206 79,841 5,670,136
to customers BRFE

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

RAEER P B et

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HIAARETTIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHAERRBRK (F
(CONTINUED)
(e) Analysed by methods for assessing allowances (e) RBEHERRBARTHBELE
for impairment losses (Continued) Bz RRDHN (E)

At 31 December 2015

72015512 4318
Impaired loans and advances
EREERRBR
Loans and
advances
for which for which
allowances allowances for which
are are are
collectively collectively individually
assessed assessed assessed Subtotal Total
ERRBH
HRERE  HREEE  HAEEE
REa kEa bigE ks
F AR T A TR at A&t

RMB’000 RMB’000 RMB'000 RMB'000 RMB'000
NEETT  ANRETT ARETT  ARETT  ARETT

Micro-lending INEBEER 5,198,996 32,500 53,442 85,942 5,284,938

Retail Loans EAER 1,389,423 111,747 14,300 126,047 1,515,470

Loans to individual business BAIBPER 654,176 15,508 - 15,508 669,684
proprietors

Gross of loans and EHEFR 7,242,595 159,755 67,742 227,497 7,470,092
advances to customers BREE

Less: Allowances for B ERREEE (178,589) (125,727) (28,005) (153,732) (332,321)

impairment losses

Net loans and advances BHRERRBRFE 7,064,006 34,028 39,737 73,765 7,137,771

to customers

Interim Report 2016
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 8 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

(Expressed in RMB’000 unless otherwise indicated) (k& X & 3B Frigsh HUAARE T ILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS

10 BRERRBR (F)

(CONTINUED)
(f Movements of allowances for impairment losses () BHREXRBABEEEES
At 30 June 2016
R2016%6A30A
Allowances for impaired loans and advances
EREERREBRZHERE
Allowances
for loans
and
advances
which are which are which are
collectively collectively individually
assessed assessed assessed Subtotal Total
EXREN
8N Rr4As gl
B A HRFHE HAFE e A&t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFT ARETT ARETFT AR¥FT
As at 1 January »1A18 178,589 125,727 28,005 153,732 332,321
Charge/(Release) for the period ~ AEiTR/ (#RE:) (6,737) 63,781 (3,069) 60,712 53,975
Write-offs REZH - (87,830) - (87,830) (87,830)
Recoveries e %EE R R B - 4,314 - 4,314 4,314
As at 30 June 6A30H 171,852 105,992 24,936 130,928 302,780

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

RAEE R P BB RS R 5 By RE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrgsN HIAARETTIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERRBRK (&
(CONTINUED)
(/) Movements of allowances for impairment losses (f) BHRERREBERBEEEES
(Continued) (#&)

At 31 December 2015
#2015F12A31H
Allowances for impaired loans and advances

EREEREBRZREER

Allowances
for loans
and
advances
which are which are which are
collectively collectively individually
assessed assessed assessed Subtotal Total
ERRBH
G RiEa R85l
A A AR at G

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTEL  ARETZ  ARETET  ARETT  ARETX

As at 1 January MA1R 147,463 93,247 48,145 141,392 288,855
Charge for the year AFEIR 31,126 96,512 11,226 107,738 138,864
Write-offs AEZH - (65,753) - (65,753) (65,753)
Disposals RE - - (31,366) (31,366) (31,366)
Recoveries WEEZHEERRER - 1,721 - 1,721 1,721
As at 31 December W12A31A 178,589 125,727 28,005 153,732 332,321
Interim Report 2016 81
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 3 S B

For the six months ended 30 June 2016 * #Z=20166330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & BB Frigsh HUARE T ILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

(g) Analysed by credit quality

10 BRERRBR (&)

(o) BERHESH

At 30 June At 31 December
M6A30H Mm12H318
2016 2015
2016 20154
RMB’000 RMB 000
AR¥Fr AREFor
Gross balance of loans and LN ER B EE
advances to customers
Neither past due nor impaired REHKRRE 5,563,526 6,933,107
Overdue but not impaired B %61 8f R R E 198,621 309,488
Impaired 2 A 210,769 227,497
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 5,972,916 7,470,092
Less: Allowances for impairment W BERER K
losses SR E R
Neither past due nor impaired K H R E (149,513) (149,625)
Overdue but not impaired B %61 8f R R B (22,339) (28,964)
Impaired ERE (130,928) (153,732)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, (302,780)  (332,321)
Net balance R
Neither past due nor impaired K@ HI R E 5,414,013 6,783,482
Overdue but not impaired B %6 B R R E 176,282 280,524
Impaired 2R E 79,841 73,765
5,670,136 7,137,771

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

RAEER P B et

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HIAARETTIIR)

11 AVAILABLE-FOR-SALE FINANCIAL ASSETS 11 IHEESHEE

At 30 June At 31 December

R6H30H W12 H318
2016 2015
20164 2015%F
RMB’000 RMB’000
AR¥FrT AREFoT
Available-for-sale equity instrument : AHEERETA:

— Listed — kW 133,517 -
- Unlisted —3ELT 110,603 91,116
Wealth management products (Note) B Em (K1) 410,320 15,770
654,440 106,886

Note: Ktz
The types of structured entities that the Group does not consolidate TN ER (B 3 B R R R AR A T AE 1 0 TR 7
but in which it holds an interest include entities set up for wealth BEERVNEBCIBTIZE0OEER
management products issued by banks. The nature and purpose RITEVER SLEBCEB/AOEZEM
of these structured entities are to generate fees from managing BEMTZEREEREENEEYHRIMER
assets on behalf of third party investors. These vehicles are financed B HEMEFAESMEEEZTHBRE
through the issue of units to investors. These structured entities are EmmfE NEEBELAEBICEEM
not consolidated into the Group as the variable interests from these WSH Al F B | T EE Bt ANEER
entities are not significant. The maximum loss exposure of interests HELERBETBNAREENS O
held by the Group is the same as the carrying amount. WMEMNAHBE AEBETEEEELE
BRNEABAMOARNEBMTENE

mEOIREEE -
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 8 3 S B

For the six months ended 30 June 2016 * #Z=201656330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (k& X & 3B Frigsh HUAARE T ILIIR)

12 PROPERTY, PLANT AND EQUIPMENT 12 X -BERRE

Hanhua Financial Holding Co., Ltd.

Buildings Office
held for Motor and other Leasehold Construction Total
own use vehicles  equipment improvements in process fixed assets
BOR HENE
BEY BaRf Hitb Rkt HEXH EEIR BEREELE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ANEBFT AEEFT AREFT AREFT AREFT AREFT
Cost: B
At 1 January 2015 #201551 18 300,048 26,374 41,485 63,741 44,855 476,503
Additions REEMN 1,322 2,831 10,101 12,236 50,006 76,496
Transfer in/(out) @A/ (i) 45,455 - 2,922 - (48,377) -
Transfers to intangible assets BREEVEE - - - - (346) (346)
Disposals RE - (303) (284) - - (587)
At 31 December 2015 and 20155128318 & 346,825 28,902 54,224 75,977 46,138 552,066
at 1 January 2016 R201651 518
Additions AEE N - - 3,337 12,166 11,582 27,085
Transfer in/(out) A/ (81) 16,738 - - - (16,738) -
Transfers to intangible assets HESENEE - - - - (3,380) (3,380)
Disposals RE - - (613) - - 613)
At 30 June 2016 201668300 363,563 28,902 56,948 88,143 37,602 575,158
Accumulated depreciation : 2iHE
At 1 January 2015 201551 /18 (21,974) (13,985) (17,793) (36,011) - (89,763)
Charge for the year AR (4,109) (3,818) (8,209) (14,065) - (30,201)
Written back on disposals RERMD - 282 274 - - 556
At 31 December 2015 and R2015F12B318 & (26,083) (17,521) (25,728) (50,076) - (119,408)
at 1 January 2016 R2016F151A
Charge for the period REER (4,579) (4,392) (3,801) (8,641) - (21,413)
Written back on disposals RERMD - - 519 - - 519
At 30 June 2016 201656 30H (30,662) (21,913) (29,010 (58,717) - (140,302
Net book value : RERE:
At 30 June 2016 2016565 30H 332,901 6,989 27,938 29,426 37,602 434,856
At 31 December 2015 R2015512831H 320,742 11,381 28,496 25,901 46,138 432,658
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Notes to the Unaudited Interim Financial Report

RAEE R P BB RS R 5 By RE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrgsN HIAARETTIIR)

13 DEFERRED TAX ASSETS AND LIABILITIES

The components of deferred tax assets/(liabilities) recognised
in the consolidated statements of financial position and the

13 EEFRSEHEERERE

RE G AR R ER R IEFTS R
BE/ (AfE)HE RRAHEANE

movements during the period are as follows: BT -
Deferred tax assets Deferred tax liabilities
EEMEHEE BEFEHER
Fair value Fair value
adjustments adjustments
Provision of on available on available
Provision for guarantee -for-sale -for-sale
impairment Accrued losses financial financial
losses staff cost and accruals assets Total assets Total Net
THLE THGE
RIBEE EREE SREE
BEHE Eft EEER Har Har
Deferred tax arising from BEFEHELH BARE RIFM R EE2D & BEE2D &t B8
RMB000 RMB 000 RMB000 RMB 000 RMB000 RMB 000 RMB000 RMB 000
NEEFT  AREFT AEEFT AEEFT AREFT AREFT AREFT AREFT
At 1 January 2015 #201561A1H 160,219 1,712 143,801 65 315,797 - - 315,797
Recognised to the consolidated income 1 & B Fl &R 132 84,309 (11,708) (38,599) - 34,006 - - 34,006
statements
Charged to reserves FARES - - - (65) (65) (131) (131) (196)
At 31 December 2015 and #2015512A318 & 244,528 4 105,206 - 349,738 (131) (131) 349,607
at 1 January 2016 2016F1A18
Recognised/(credited) to the RARFIBRER/ 38,686 128 (10,715) - 28,099 - - 28,099
consolidated income (FtA) (Hiits)
statements (Note &)
Credited to reserves FARES - - - 496 496 (451) (451) 45
At 30 June 2016 2016564308 283,214 132 94,491 49 378,333 (582) (582) 377,751

Interim Report 2016
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 3 S B

For the six months ended 30 June 2016 * #Z=20166330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & BB Frigsh HUARE T ILIIR)

13 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 RMB735.6 million at
30 June 2016 (31 December 2015: RMB635.1 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.

14 FINANCE LEASE RECEIVABLE

13 BEEFRSHEERER (&)

(a)

AERANELEFRSHEE

BRBEERERZERREE
TRAIGERSATAREKNE#H
BB R R ERT A - i A&
B I 4% 5520166 A30H Ky R &t
AENBEARK7.6BE T
(2015%F12 A31H : AR #635.1
BET) BRELEMESHEE 1R
BRORE DEBBERESF
ERANETBBSFHHMER
A0 R 2R E B A o

14 EWREHRER

At 30 June At 31 December

A6H30H M12A31H

2016 2015

2016 20154

RMB’000 RMB’000

AR¥Fr AR T

Finance lease receivables JiE Wi it & AE B R 205,883 85,633

Less: unearned finance lease income B ARBHBE WS (28,794) (15,915)

Present value of minimum =EmEHEWREE 177,089 69,718
finance lease receivables

Less: allowance for impairment losses R EEE (1,771) -

Net balance FRE 175,318 69,718

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

RAEER P B et

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HIAARETTIIR)

14 FINANCE LEASE RECEIVABLE (CONTINUED) 14 BUEMEHEER (&

At 30 June 2016 At 31 December 2015
7A201656 H30H 120155128310
Unearned Minimum Unearned Minimum
Finance finance finance Finance finance finance
lease lease lease lease lease lease
receivable income receivable receivable income receivable
EymE AER BERE EKRE RER RERE

BEHR BEKE HAURE MER BAKZE BERFE
RMB'000  RMB'000  RMB'000  RMBO000  RMB000 RMB'000
ARETR ARETR AREFR  ARETT  ARKTZT ARKTI

Less than 1 year DIE 49,052 (10,279) 38,773 19,163 (3,561) 15,602

1 year to 2 years 1R 51,501 (8,218) 43,283 17,784 (3,305) 14,479

2 years to 3 years 2EE3E 39,785 (5,417) 34,368 17,142 (3,186) 13,956

3 years to 5 years REN%3 65,545 (4,880) 60,665 31,544 (5,863) 25,681
205,883 (28,794) 177,089 85,633 (15,915) 69,718

15 INTEREST-BEARING BORROWINGS 15 FFEER
The Group’s interest-bearing borrowings are analysed as REB A EBBRONOT
follows:

At 30 June At 31 December

M6A30H Mm12H318
2016 2015
20164 20154
RMB’000 RMB’000
AR¥ T AR FT
Bank loans (Note (i) RITER (KaE0))
- Unsecured — R 166,573 139,000
- Secured by properties of the Group —REEWEER 71,000 81,000
(Note (i})) (Haz i)
237,573 220,000
Other loans (Note (i) H &K (Mt (i) 225,000 80,000
- Unsecured —\IER
462,573 300,000

Interim Report 2016
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Notes to the Unaudited Interim Financial Report

2N

B A% R 50 B 5 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

(Expressed in RMB’000 unless otherwise indicated) (k& X & 3B Frigsh HUAARE T ILIIR)

16

15 INTEREST-BEARING BORROWINGS 15 ST EBR (&)

(CONTINUED)

Notes: Hiat:

(i  All of the Group’s bank loans are subject to the fulfiment of () FEASKEZRTERERTES
covenants commonly found in lending arrangements with BB ERER - WAEBEERY
financial institutions. If the Group was to breach the covenants, T BERAUKRERERER XEEH
the loans would become payable on demand. The Group FHETELOBR -
regularly monitors its compliance with these covenants.

(i) The bank loans are secured by the Group’s buildings held () ZERTERALEEZEYIER-
for own use. The aggregate carrying value of the secured M201656A30R IR % 2 AR
properties amounted to RMB194.5 million as at 30 June 2016 HEAARM194.58 &L (20154
(31 December 2015: RMB198.0 million). 12A31H : AR®198.08& L) °

@iy  Other loans bear interest at a range from 6.5% to 8.5% per (i) EMERNFENNR65%E8.5%"
annum. They are unsecured and repayable by 31 December AEERI BZER2020512 A31H]
2020. [t

FINANCIAL ASSETS SOLD UNDER 16 EHEESHMEE

REPURCHASE AGREEMENT

At 30 June At 31 December

A6830H M12A31H

2016 2015

20164 20154

RMB’000 RMB’000

AR¥Fr ARETFT

Benefit rights of loans and advances to W E K& 775,424 1,388,477
customers R S

Details of the carrying values of underlying assets of financial

assets under repurchased agreement are set out in Note 10 (a).

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

RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

17 PROVISIONS FOR GUARANTEE LOSSES 17 EREBEEEES

At 30 June At 31 December

R6H30H W12 H318
2016 2015
20164 2015%F
RMB’000 RMB’000
AREFr AREFT
Provisions for guarantee losses EREEEHS 392,739 390,337
392,739 390,337
18 CUSTOMER PLEDGED DEPOSITS 18 FARER

Customer pledged deposits represented deposits received GARBESEBEREFARZRES
from customers as collateral security against the credit IERAEEREER BRER -
guarantee issued by the Group. These deposits are interest- ERSAES WKNERRZEE

free, and will be returned to customers after the guarantee MERERF

contracts expire.

Interim Report 2016
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BRI E MEE

2N

19 ACCRUALS AND OTHER PAYABLES

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

19 Bt RHEMENARIER

At 30 June At 31 December
M6A30H Mm12H318
2016 2015
20164 20154
RMB’000 RMB’000
ARM T AR T
Accrued staff cost JiE A< B T %5 B
— Salaries, wages, bonuses and —I& %% 2K 44,654 89,824
other benefits H At 18 7
Interest payables JEA R B 121,436 82,609
Other interest-bearing liabilities (Notes (i) HE#zt B &A1& (H1:20)) 441,900 614,180
Other payables (Notes (i) H fth FE A SR8 (H752()) 818,451 534,276
Financial liabilities measured at REBHX A E 1,426,441 1,320,889
amortised cost T@MAE
Value-added tax and other JET G E R & 3,706 19,074
surcharges payable AR
Withholding individual income e RHEARTEH 14,486 -
tax payable
Receipts in advance TR RIA 74,566 158,096
Total ait 1,519,199 1,498,059

Hanhua Financial Holding Co., Ltd.
BESEROERAA



Notes to the Unaudited Interim Financial Report

F P BB R RS B R

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

19 ACCRUALS AND OTHER PAYABLES
(CONTINUED)

Notes:

(i)

During the six months ended 30 June 2016, RMB441.9
million of loans and advances were transferred to independent
third parties by the Group (31 December 2015: RMB614.2
million). However, the Group still provides guarantee for the
default payments of the principles and interests of the loans
and advances transferred. As the transfer did not meet the
requirement for the derecognition of financial assets, the loans
and advances were not derecognised from the consolidated
financial statements and the amount of proceeds received by
the Group was recorded as other interest-bearing liabilities.
In addition, the related interest income of RMB64.1 million
(six months ended 30 June 2015: nil) and interest expenses
of RMB45.4 million (six months ended 30 June 2015: nil)
were recognised in the consolidated financial statements,
respectively.

Other payables of the Group at 30 June 2016 included
interests of limited liability partners of RMB547.8 million in
the partnerships which were consolidated by the Group (31
December 2015: RMB300.0 million).

19 Bt REMBENKE (&)

Wit -

(i)

(i)

E E201646H30H 1-618 A H R -
AEEBMBINE=ZFEEARE
A1 9B BT ER KRB (20155
12A318: ARB6142H5E L) ° [
R AN SR (B 8 57 R IR R AN R W 2=
WA HREXZTMEEMEE
BIERERGH  BALEENERTE
HEERZHETER BAREKRE M
BEREHMTEBEFRIR BN
HEESRANFSRAAREGLA
A&t (HZE201566A30H (L61#
AHIM:@®) HEMHEBEHE
MFAETHARKASABEE L (HE
201596 A30H L-61E A HAM - &) 5
RIEA PSR R AP EITI R

MR2016F6A30H A B EME &
PREAHNEREBALESGELE
PEANESZAARKSATSEET
(2015%12H31H : 300.06&7T) °
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AR AE A R A B 7 3 S B

For the six months ended 30 June 2016 o &, £201656 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

20 DEBT SECURITIES ISSUED

20 EffESH

At 30 June At 31 December

M6A30H Mm12H318
2016 2015
20164 20154
Note RMB’000 RMB’000
B &t AREFT AREFT
Corporate Bonds:
Fixed rate corporate bonds 202046 H 2 Himy 1] 1,490,246 1,489,183
maturing in June 2020 & EF & D RE
Fixed rate corporate bonds 2020% 11 A BIHIA (ii) 893,882 893,060
maturing in November 2020 & E I E R RIE
Assets backed securities JENEESIFHES (iii) 1,064,902 -
payable-senior tranches — Bk
Total At 3,449,030 2,382,243
Notes: Hiat -

() Fixed rate corporate bonds with nominal value
RMB1,500 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 2016, the fair value of corporate bonds
amounted to RMB1,544.4 million.

Hanhua Financial Holding Co., Ltd.
BESEROERAA

M2015566 108 BT EE M EQ
RIEHEEARE1,5008 8 T &
R AR F B RTEF 7 %X 56.10% °
AEBEF=FKRE LAZENELN
BEE - EAEEQAERE LAZER
MR REEAUB K AEBIZE
BEERAFHZHNBHES-
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REEAEARE154445E T
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Notes to the Unaudited Interim Financial Report

RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 e &, £201656 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

20 DEBT SECURITIES ISSUED (CONTINUED)

Notes: (Continued)

(i

(i)

Fixed rate corporate bonds with nominal value RMB900
million and a tenure of four years were issued on 3
November 2015. The coupon rate is 5.60% per annum.
The Group has an option to increase the coupon rate
for the remaining duration at the end of the second
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 2016, the fair value of corporate bonds
amounted to RMB913.9 million.

During the six months ended 30 June 2016,
RMB1,238.0 million of micro loans were transferred to
structured entities. After that, the structured entities
issue asset-backed securities (“the Products”) to
investors, while the Group acquired all the interests of
subordinated tranches of the Products and provided
guarantee against the investors that acquired the senior
tranches. As the Group has retained substantially
all the risks and rewards of these transferred micro
loans, which did not qualify for the derecognition of
financial assets, the Group continued to recognise the
transferred micro loans and the net proceeds amounting
to RMB1,063.0 million received by the Group was
booked as assets backed securities payable.

20 BNES (&)

Wit (&)

(i)

(i)

R2015F11 ASAZITHEE AR A
AIESFHAEARKEIOEE T BB
AV F B o SREF R R B5.60% © A
EEEFEF -_FRELAZTEF ELE
BE-GAEEAEREG LHAZEA
Kt BAETUERAEEBRAE
BRI AT 2B HES-

HE2016F68308 I ARIEEH
AREEAARBIBIHEET-
REE201646 A30H 1L61E A &
M AEEGAREK1,238.0887TH
NEEEFERGEELCEE -BHEE
BEXRAREEETEEIRES
(IER]) RABAEEREZEMS
BREBIUARBABELIERF S
REER ARARNEBRE 7TEE )
BEE LT 2 BERM R /58
SRVEE TR R R IR GG
I ASEEBEETEEABERPER L
B E - AR B AR #1,063.08
ETEHBRRCENEEZHESPT
o
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2N

BRI E MEE

For the six months ended 30 June 2016 o &, £201656 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

21 EQUITY SETTLED SHARE-BASED

TRANSACTIONS

Chongqging 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.

Hanhua Financial Holding Co., Ltd.
BESEROERAA

21 UEREENRO XM

EEREHFR/EBRAA([ER]D R
BEARRENOBERRRDAE
BREEERLBHEERBROZEAET
MARRAEEEIEE R AR S E ET
B ([ResE B Er &) M EZEPIK LA
BEER AT - AR RE B FT 2
fE2013F6 A208 ([ EFH]) #
EARNBIMIGZRER ESENSE
(MEEEE]) UTINERERZRG
IRV mE A AR RN, ([5]
DB ) - 82013451 A1H £2020
F12A318 - REZE BT Z8F AR
BOHMER - T B S &R EH A
SRR ZABEEREESHEBZ
IR R Hsp B R IR B E R
f& el = A -

EERORTH SHEHFELRLQA
7.88%H) i #E - 2 B0 A 0 B A BB AT
g mARBRBRREMEMES-



Notes to the Unaudited Interim Financial Report
REEZPHMBEREME

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

21 EQUITY SETTLED SHARE-BASED 21 UEREENRO XN (&)
TRANSACTIONS (CONTINUED)

(a) The terms and conditions of the grants are as (a) BFEBNGRREGWTEAR
follows: % :

Number of Vesting

Instruments conditions

IR EE TRERY

Awards granted to directors BRTESR
and supervisors: BEEMRMD:
—on 20 June 2013 —H2013F6A20H 193,918,615 Every month from
1 January 2013 to
31 December 2020
#2013F1 AR ZE
2020612 A31HK
BE A RmEES
18 &) AR 19

Awards granted to employees: & ¥ & & &I
—on 20 June 2013 —H2013%F6520H 76,351,233 Every month from
1 January 2013 to
31 December 2020
#2013F1A1RZE
2020612 A31HK
ISEEDERTES Y 35
HE FE ) AR 17

Total share awards granted BT B8 270,269,848

Interim Report 2016
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B A% R 50 B 5 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

REE

(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

21 EQUITY SETTLED SHARE-BASED

TRANSACTIONS (CONTINUED)

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

Hanhua Financial Holding Co., Ltd.

21

W

URESEENRG N (&)

(b) REBBOHEMFHITEE

Six months ended 30 June 2016

#%201656 4300 L6/ A

Weighted
average Number of
exercise price shares
FIITHE BREE

RMB

AR#
Outstanding at the beginning B BTSN 0.42 270,269,848

of the period

Granted during the period HAET - -
Exercised during the period 1T - -
Outstanding at the end of the period i 7K % 77 72 5 0.42 270,269,848
Exercisable at the end of the period ~ Hizk A 174 0.42 118,243,059

BESEROERAA



Notes to the Unaudited Interim Financial Report

RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

21 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

21 UESEENROXN (&)

(c) REIHMENDAEBERRRK

(c) 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.

AR B AR H AR £ HA 2 i 2 ER A
REHRAABELERTHRG
HENAABERE ARAAE
HREYBAEETEAER
i - A B AR R IR R At 800
il A2 LA B8 98 R B ¥ 5 B ik
TEF=E - RE B 8t
ARBEERTHIE BfE#
TEBENGETEBITEGNS-
BT RiE 84 e PSR B &R BE R
REBER  ZABHERERD
REE) BRI IS B R BB $HR
RRBREERNFEREOER S
I ZEMSOEHEARIERE
TE BRHBMENAAEERER
Cox-Ross-Rubinstein Binomial
Pricing & B 3 17 {4 51 - IR {7 Hi 4
e RFRIER/ILER K —IAZ
2o
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2N

21 EQUITY SETTLED SHARE-BASED

B A% R 50 B 5 3 S B

For the six months ended 30 June 2016 o &, £201656 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

TRANSACTIONS (CONTINUED)

(c)

(c)

Fair value of share awards and assumptions

(Continued) (&

21 UESEENROXN (&)

ROHEND A EERRBE

Share awards

granted on

20 June 2014

201456 H20H

Fair value of share awards and assumptions RHHEN QI ABERBR BFHRMHEE

Fair value at measurement date (RMB) RETEHENAAEE 1.77
(AE®)

Share price (RMB) BITRE(ARE) 2.26

Exercise price (RMB) THER (ARK) 0.53

Expected volatility (expressed as weighted IR E TR R B X (LA Cox-Ross- 64.30%
average volatility used in the modelling Rubinstein Binomial Pricing
under Cox-Ross-Rubinstein R A& A &)

Binomial Pricing model) mEFHEBERRR)

Option life (expressed as weighted average A HY B WHR (LA Cox-Ross- 7.53 years
life used in the modelling under Rubinstein Binomial Pricing 7.53%F
Cox-Ross-Rubinstein R P iE A &Y
Binomial Pricing model) iEFHRIERT)

Expected dividend yield FE T A A 1.30%

Risk-free interest rate BB e ) & 1.45%

The expected volatility is based on the historic volatility
(calculated based on the weighted average remaining
life of the share awards), adjusted for any expected
changes to future volatility based on publicly available
information. Expected dividends are based on historical
dividends. Changes in the subjective input assumptions
could materially affect the fair value estimate.

BREERSHREZEREL KD
F (ADNIEF B/ B
HIRISR I AER) - ERARA
EENESHARRE KB R
A EMMERETHAE -BH
PR B S R B - A
FENE(CE YRR EENGR

ELXBATE-

Share awards were granted under a service condition.
This condition has not been taken into account in
the grant date fair value measurement of the services
received. There were no market conditions associated
with the share awards grants.

Hanhua Financial Holding Co., Ltd.
BESEROERAA

B HRREERBEETET
MR THNRAREEFES
R BE B R - B D B A
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Notes to the Unaudited Interim Financial Report

RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

22 CAPITAL, RESERVES AND DIVIDENDS 22 EX-RFEBERE
(a) Dividends (a) BE
(i) Dividends payable to equity shareholders (1) FRHR A B & K S
attributable to the previous financial year, approved SEEBR A — BT E AR E
and paid during the interim period AR EAARE -

Six months ended 30 June

EZ6H30H LL61E A
2016 2015
20164 20154
RMB’000 RMB’000
AR¥Fr AR For
Final dividends in respect of EARFHANDEERS 230,000 460,000
the previous year, approved H E—FEZER
and paid during the following BREBRARE0.05T
interim period, of RMB 0.05 (B Z=2015F6A30H 1
per share (six months ended 61E A : IR AR®0.10
30 June 2015: 0.10 per share)  JT)
(b) Share capital (b) BA
The share capital were issued and fully paid. A B BEITRERE

Interim Report 2016
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AR AE A R A B 7 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

22 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c) Nature and purpose of reserves

()

(i)

(i)

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.

Hanhua Financial Holding Co., Ltd.
BESEROERAA

22 EX -HERRE (&)

REEERB®

()

(ii)

(i)

K1) 18

s EREARRRPDHEE
BT ERITARBRMD M
SRIBEZENER-

BARLTE

>

A

EARARNEBIETINEER:

— RE|EHARMAFTHAH
HESRMEENRRE
B Ret%E

- RARFREEHRBR
TTERBR RN T B
MRS EERRD -

BBRABEEIERBRAE
T -RBRENARNFEEN R
EBERR  ARBARET
f1 BB 2B M ) (R S 2 R ZE R
REMABREHE K H10%
RN BB ERTERHBA
B HEERAERAH
BET| HEMEARA50%
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RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 e &, £201656 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

22 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

22 EX - -HERkRE (&)

(c) REMHEREN (&)

(c) Nature and purpose of reserves (Continued)

(iv) General reserve

v)

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

(iv)

— AR E

RIFEBRE ARERE
B EREREBOHNEAR
BB AR FE R BUE &
—REBRES cEAWH
VAR E R BB RRFH
B HI10% (1R 3% B Rf BEp
BmE R ER R HAM
MHERE) URMEEE

prior year's accumulated loss to cover potential A RE IR A ES 1B o
losses against their assets.
While subsidiaries engaged in SME lending Mt EF N EEEREBD

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 1.5% if
the ending balance of gross risk-bearing assets.

Exchange Reserve

Foreign exchange differences arising from activities
of Huiwei HongKong Holding Limited and Hanhua
HongKong Holdings Limited (accounted in HK
dollars) are recognised as “exchange reserve”
in the shareholder’s equity in the consolidated
statement of financial position.

v)

MY B AR B UEREAE IR
BRER—RERERE €8
REREERBERIRGEHI
ETEo NEMEEE
AR MEE RAI L
—REAREREHTIEIR
[\ B & E 48 R AR A5 BR 0
1.5% -

INEBK T EERE

EXEBEMERERARA
AIMBEREERERAT
(LABHB LR ) BB SNEST
BER EAHUHBRAR
PR R EEERT I
SNEmRRITEER
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AR AE A R A B 7 3 S B

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

23 NON-CONTROLLING INTERESTS

23 FEEFHIMELS

At 30 June At 31 December

A6AH30H »12A318

2016 2015

20165 2015%

RMB’000 RMB’000

AREFT AREFoT

Sichuan Hanhua Micro-credit Co., Ltd. )l EE N E 277,450 306,955
BRAR

Xi’an Hanhua Micro-credit Co., Ltd. L mBENEER 147,907 150,942
BRAR

Chongging Hanhua Micro-credit EEMBENEER 80,891 91,991

Co., Ltd. BREFERF
Others Hi 109,825 109,223
616,073 659,111

24 FAIR VALUE MEASUREMENT OF FINANCIAL

24 SMIBEZAREBEFE

INSTRUMENTS

(a) Financial assets and liabilities measured at fair (a) BAABEIFTENSREER
value =R
() Fair value hierarchy () LA EBEER

The following table presents the fair value of the

group’s financial instruments measured at the

end of the reporting period on a recurring basis,

categorised into the three-level fair value hierarchy

as defined in HKFRS 13, Fair value measurement.

The level into which a fair value measurement

is classified is determined with reference to the

observability and significance of the inputs used in
the valuation technique as follows:

° Level 1 valuations: Fair value measured using

only Level 1 inputs i.e. unadjusted quoted

prices in active markets for identical assets or

liabilities at the measurement date
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Notes to the Unaudited Interim Financial Report

RAEE R P BB RS RS Y aE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

24 FAIR VALUE MEASUREMENT OF FINANCIAL 24 SWMIAEZAAEBEE
INSTRUMENTS (CONTINUED) (%)
(a) Financial assets and liabilities measured at fair (a) BAAEEITENESREER
value (Continued) 8E(£&)
() Fair value hierarchy (Continued) () AREBEER(EZ)
e Level 2 valuations: Fair value measured using o FoEMMGE:IRASE2
Level 2 inputs i.e. observable inputs which [E o A BB (B R B8
fail to meet Level 1, and not using significant ENE1IBAN A ER
unobservable inputs. Unobservable inputs are BABB)RTRAEE
inputs for which market data are not available AR B A\ BUR T
ENAAEE TAH
g AR A ETIHE
&2 &8 A BUK
e Level 3 valuations: Fair value measured using o FIELIGHEME:E
significant unobservable inputs EEDNGIR PN
B 2manEE

U BEFENERTA
AR EN TS RERK
RS REERSAEE-
ERARENTISMERA
ZERM A ERM - LB s
B HEMBLUNSREE -
ReRTR MEEES
RAN2H8EEERRT

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.

2OEEFR ERUER
ko % BB E R RE
B ERESRBANSE N
BEERI RS R I
HEASEEYUN S ME

O
am °
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 7 3 S B

For the six months ended 30 June 2016 ¢ & £201696 A30H 1-61E A

(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUARE T ILIIR)

24 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(@) Financial assets and liabilities measured at fair
value (Continued)

()

Fair value hierarchy (Continued)

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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Notes to the Unaudited Interim Financial Report
REEZPHMBEREME

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh - HIAARETTIIR)

24 FAIR VALUE MEASUREMENT OF FINANCIAL 24 RPREEEH (&)
INSTRUMENTS (CONTINUED)

(a) Financial assets and liabilities measured at fair (a) BAAEEITENESREER
value (Continued) 8E(£&)
() Fair value hierarchy (Continued) () AREBEER(EZ)

Fair value measurements as at
30 June 2016 categorised into
1201656 A30R 2 A ABEFEREH

Fair value at

30 June 2016

R20165
6A30H 2 Level 1 Level 2 Level 3
AREE F1ER $2ER HIER
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETT AREFT ARETR

Recurring fair value REEQNABHETE
measurement
Financial assets: SREE:
Available-for-sale equity ~ At ERETA:
instrument:
-Listed —Fm 133,517 133,517 - -
-Unlisted -3k 110,603 - - 110,603
Wealth management BHER 410,320 - - 410,320
products
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Notes to the Unaudited Interim Financial Report

AR AE A R A B 8 3 S B

For the six months ended 30 June 2016 * #Z=201656330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (k& X & 3B Frigsh HUAARE T ILIIR)

24 FAIR VALUE MEASUREMENT OF FINANCIAL 24 APREEEH (&)
INSTRUMENTS (CONTINUED)

(a) Financial assets and liabilities measured at fair (a) BAAEEITENESREER
value (Continued) 8E(#&)
() Fair value hierarchy (Continued) () AREBEER(E)

Fair value measurements as at
31 December 2015 categorised into
R2015512A3IB 2 AABEANERER

Fair value at
31 December

2015

20155
12A318Z Level 1 Level 2 Level 3
AREE E1ER E2EM HIER

RMB'000 RMB'000 RMB'000 RMB'000
ARBTE  AREFT  ARETT  ARETRT

Recurring fair value REMDAAEETE
measurement
Financial assets: SREE:
Available-for-sale equity A HEERTA:
instrument:
- Unlisted -3k 91,116 - - 91,116
Wealth management BEER 15,770 - - 15,770
products

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

RAEE R P BB RS R 5 By RE

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrgsN HIAARETTIIR)

24 FAIR VALUE MEASUREMENT OF FINANCIAL 24 PREEER (&)
INSTRUMENTS (CONTINUED)

(a) Financial assets and liabilities measured at fair (a) RAAEBHEHFENESHEER
value (Continued) 8E(#&)
() Fair value hierarchy (Continued) () AREBEER(E)
During the six months ended 30 June 2016, there H E20169F6HA30H L-61[
were no transfers between instruments in Level A F1ERRFE2ER M
1 and Level 2, or transfers into or out of Level 3 BEmSERS  JrfmeE A ol 8
(2015: nil). The movement during the period in the BB (20154 : ) - B3
balance of Level 3 fair value measurements is as BRASBESEAGNE
follows: NEBIT
At 30 June At 30 June
M"6830H K6 H30H
2016 2015
20164 20154
RMB’000 RMB’000
AR® T ARETF T
At 1 January Mm1A1H 106,886 157,841
Payment for purchase BE 426,132 161,000
Net unrealised gains or BN EMLEGE RS 3,675 784
losses recognized in other TR R #IE
comprehensive income Wz ok 5 18 )5 58
during the period
Proceeds from sales B (15,770) (146,000)
At 30 June ME6A308 520,923 173,625

Interim Report 2016
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AR AE A R A B 8 3 S B

For the six months ended 30 June 2016 * #Z=201656330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (k& X & 3B Frigsh HUAARE T ILIIR)

=3

24 FAIR VALUE MEASUREMENT OF FINANCIAL 24 AREEER (&)
INSTRUMENTS (CONTINUED)

(b) Fair values of financial assets and liabilities (b) BAABEUMNIRZERME
carried at other than fair value EREBZAREE
The carrying amounts of the Group’s financial 7K2015F 12 A31H &2016F6 A
instruments carried at cost or amortised cost are 308 - 7N & [ H2 Bk 7 ok # 85 pK AR
not materially different from their fair values as at 31 ke TAZREERARD
December 2015 and 30 June 2016. NEBEITEEREER-

25 COMMITMENTS 25 &I

(a) Capital commitments outstanding at 30 June (a) 201656 A30H i Kk A B 1
2016 not provided for in the financial statements WMRPRBRNERAIEED
were as follows: I

At 30 June At 31 December

R6H30H MW12H318

2016 2015

20164 20154

RMB’000 RMB’000

ARETFTT AREFT
Commitments in respect of EEFBE
purchase of fixed assets EBE

— Contracted for —HKEASR 2,389 7,839

108 Hanhua Financial Holding Co., Ltd.
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REEZPHMBRE M

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrgsN HIAARETTIIR)

25 COMMITMENTS (CONTINUED) 25 EIE (&)
(b) The total future minimum lease payments under (b) REFTTHENEHLERRE
non-cancellable operating leases of properties HE AEEEZTHRRE
were payable as follows: EEERENT:

At 30 June At 31 December

MR6830H M12A31H

2016 2015

20164 20154

RMB’000 RMB’000

AR® T ARETF T

Within 1 year (inclusive) —FRN(E5—F) 75,932 77,858

After 1 year but within —FLFE=ZFR 90,966 117,958

3 years (inclusive) (8=%)

Over 3 years =FHE 6,197 9,755

Total CE 173,095 205,571

The Group is the lessee in respect of a number of rEBEABRBEKEHEMRAZE

properties held under operating leases. The leases WMENABA-BBREAEH K

typically run for an initial period of 1-5 years, at the end BI1ESF WA REREREN

of which period all terms are renegotiated. None of the EEMEGRR - MEBSEXAM
leases include contingent rentals. & o
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AR AE A R A B 3 S B

For the six months ended 30 June 2016 * #Z=20166330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & BB Frigsh HUARE T ILIIR)

26 OUTSTANDING GUARANTEES 26 EIREE

At 30 June At 31 December

MH6H30H M12H31H

2016 2015

20164 20154

RMB’000 RMB’000

AR¥Fr AREFor

Bonds financing guarantees EIRME R 17,045,000 5,065,000
Bank financing guarantees RITRE R 7,274,365 9,674,723
Other non-bank financing guarantees HaIERITREER 2,213,160 2,044,263
Financing guarantees mEgr 26,532,525 16,783,986
Performance guarantees B # R 8,610,189 8,585,382
Litigation guarantees FEAER 533,141 613,391
Maximum amount guarantee ANERBRE 35,675,855 25,982,759
Less: customer pledged deposits B FARE S (82,781) (27,097)
Net guarantee exposure SFIERE R 35,593,074 25,955,662

27 MATERIAL RELATED PARTY TRANSACTIONS

(@) Transactions with key management personnel

27 EXBEIRS

(a) HEREEABCZEANRS

Six months ended 30 June

B Z6H30A 6@ A
2016 2015
20164 20154
RMB’000 RMB’000
AR® T ARETFT
Key management personnel FARE 12 A B % I 47,252 54,316

remuneration

Hanhua Financial Holding Co., Ltd.
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RAEER P B et

For the six months ended 30 June 2016 * #2016 6 330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HIAARETTIIR)

27 MATERIAL RELATED PARTY TRANSACTIONS 27T EXRAELRS (&)

(CONTINUED)
b) BEEBES XS

(b) Transactions with other related parties

Six months ended 30 June

B Z6H30H 6@ A
2016 2015
20164 20154
RMB’000 RMB’000
AR¥ T AR FT
Guarantee income ERBA 110 534
Interest income FEWA - 405
Additions of interest-bearing LR B AR - 120,000
borrowings
Additions of loans and FTILEMER LB - 7,000
advances to customers
Repayment of loans and BEEBEMEFMB R - (7,000)
advances to customers
Providing guarantee HHMEHE R 10,000 -
Releasing guarantee S HMEBR E IR (5,000) (17,000)
Other Revenue H A ug A 1,175 -
Note: Bt it -
(i) At 30 June 2016, the outstanding guarantee provided to iy 20169 6A30H @ IEft T RI=E

FTHEREARARKI008E
7t (2015512 A831H :5.06 &
o) cHREEFNEMR S
BRI R o

related parties is RMB10.0 million (31 December 2015:
5.0 million). The balances of other transactions with
related parties are disclosed in relevant notes.
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2N

For the six months ended 30 June 2016 * #, £201646 A30H 1-61E A

RER PR E M

(Expressed in RMB’000 unless otherwise indicated) (k& X & 3B Frigsh HUAARE T ILIIR)

28

29

30

CONSOLIDATED STRUCTURED ENTITY

The Group has consolidated structured entities which issued
micro loan backed securities of RMB1,238 million (“the
Products”) to institutional investors. The Group acquired all
the interests of the subordinated tranches of the Products
and the Group provided financial guarantee against the
investors that acquired the senior tranches.

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. These
structured entities are consolidated as the Group is exposed
or has the right to variable returns from its involvement with
these entities and has the ability to affect its returns through
its power over the entity.

COMPARATIVE FIGURES

Certain Comparative figures have been adjusted to conform
to current period’s presentation and to provide comparative
amounts in respect of items disclosed for the first time in
2016.

SUBSEQUENT EVENTS

On 2 August 2016, the Company injected capital totalling
RMB900.0 million, in cash into Chongging Fumin Bank Co.,
Ltd. (“Chongging Fumin Bank”). Upon completion of capital
injection, the Company holds 30% of the equity interests of
Chongaging Fumin Bank and becomes the largest shareholder
of Chongging Fumin Bank. On 26 August 2016, Chongging
Fumin Bank has commenced its operation.

Hanhua Financial Holding Co., Ltd.
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MAREBEEHUBREEENLEE
{btERANBEFREEIEES ([E
ml) cRREMBITHRERARM,238
BEL BITHRARBIRESE A&
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HRZEEBLEIEBNEREDRE
BERBERZHHETTR  PTIARIRE
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