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Prospects
Al =RE

In the first half of 2017, Hanhua Financial Holding Co., Ltd.*
(“Hanhua Financial” or “the Company”, and together with its
subsidiaries, the “Group”, “We”, “our” or “us”) smoothly advanced
the strategy towards full license. On 19 April 2017, the Company
announced the joint establishment of Liaoning Fu’an Financial
Asset Management Co., Ltd* (BEEEL ¢ RMEEEEERA
&) (“Fu’an Asset’) by the Company (as the lead promoter)
and other enterprises including Shenyang Hengxin State-owned
Assets Management Group Co., Ltd. CESGEEREEERKEE
B ARG, in which, the Group contributed a total of RMB550
million and Fu’an Asset became a subsidiary of the Company
upon completion of the capital contribution. The establishment of
Fu'an Asset was approved by the Liaoning government and the
industrial and commercial registration has been completed. Fu’an
Asset will become the second local AMC (Asset management
company) in Liaoning.

The AMC license would allow Hanhua Financial to participate in
the whole process of acquisition, disposal and transfer of local
distressed assets. More importantly, Hanhua Financial would
be able to foster effective interconnection between its banking,
investment, guarantee, factoring, leasing, micro and small
loan, trading and other businesses with Fu'an Asset, thereby
establishing a closed loop of “capital + assets”. It is expected that
the adoption of various models such as “debt-to-equity”, “equity-
to-debt” and “interconnection among investment, loans, debt
and guarantee” will also greatly enhance the assets management
capability of Hanhua Financial.

After the period of international financial crisis, Chinese financial
institutions benefited from the economic bonus arising from bonus
credit expansion and asset appreciation. As the bonus period
ends, financial institutions will compete based on their internal
capabilities, such as innovation capability in areas of financial
technology, cross-sector financial services and products available
for trade. Since 2016, Hanhua Financial has adhered to the
strategy of “Partnership finance, Platform finance, Eco-finance”
in building an integrated financial platform and ecosystem that
integrates the industrial and financial sectors. It is hoped that
Hanhua Financial will maintain rapid and steady development with
the following three major strengths.
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1. Strengths from integrated financial services. Through hard work
and dedication, Hanhua Financial has obtained licences including
these for private banking, financial assets management, internet
loan, leasing and factoring, and has preliminarily established a
business model and strengths in terms of integrated financial
services. Currently, Hanhua Financial is in the process of obtaining
the securities licence and is expected to achieve the goal of
“full licence” within three years. A full range of licences will not
only enable Hanhua Financial to construct a one-stop and full-
cycle integrated financial platform, but also significantly enhance
its credit rating, lower its financing cost and cost of customer
acquisition, and in turn improve its capability and value.

2. Strengths from mechanisms. While competing with large-scale
financial institutions, especially state-owned financial institutions,
the most important advantage of Hanhua Financial comes from its
flexible mechanisms and low opportunity cost for transformation.
The versatile and diverse talent mechanism, incentive mechanism
and organizational structure allow Hanhua Financial to attract,
discover and employ high-caliber talents, which further enhance
its competitiveness.

3. Strengths from experience. In the past 13 years, Hanhua
Financial has acquired profound asset management capability, in-
depth market knowledge and a competent team of professional
financial experts through intensive development of financial
services for medium, small and micro enterprises. On this basis,
Hanhua Financial proposed the strategic direction of “Partnership
finance, Platform finance, Eco-finance”, which is both visionary

and attainable.
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Prospects
Al =RE

In view of the above, Hanhua Financial will continue to boost its
capability through segment optimization and business upgrade
in the second half of 2017 and the next two to three years. As
businesses with traditional strengths such as guarantee business
and micro and small loan business overcame the unprecedented
market pressure and maintained steady operation, innovative
businesses including loans for tender, letter of guarantee, supply
chain finance and internet loan also garnered market recognition.
The well-established traditional businesses will provide ample
fund, assets and customers to support the upgrade and
transformation of the Company. Under this context, investment,
capital management and other emerging businesses will become
new growth drivers of Hanhua Financial.

Looking ahead, Hanhua Financial will focus on creating business
synergy. It will rationalize business segments, streamline business
process and rebuild business model to increase competitiveness.
In particular, the integrated financial platform based on the
interconnection of “investment, loans, debt and guarantee”
will become the major service platform and model for Hanhua
Financial in addressing financing difficulties of regional small
and medium enterprises and driving the real economy through
integration of industrial and financial sectors, thereby supporting
Hanhua Financial in leading the SME financial market during the
next stage.
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The financial information set out in this interim report are
unaudited was prepared on a consolidated basis according
to the Hong Kong Financial Reporting Standards (“HKFRSs”).
Unless otherwise stated, the financial information of the Group is

expressed in RMB million.

Financial Highlights
MBHE

AR R EMEMBEER T RERFTOL
A HEREREBMBREED ([FB
MBWELEA ) RE - FRREERIN K&
FEHMBEEHUAAREBE IR

For the six months period ended 30 June

BZ6A30BILAEAMAE
2017 2016
20175 20166

% of net fee % of net fee

and interest and interest

Amount income Amount income

HHERFEER HEFFEER

(Expressed in RMB million, unless otherwise stated) k7 FEWA k2 FIEHA

(BSEFBEMN UAREBEETIIR) % %

Operating results REEE

Net guarantee and consulting fee income EREEAEZRA 261.5 4.0 438.5 55.5

Net interest and handling fee income HMERFEBZRA 376.2 59.0 352.3 445

Net fee and interest income FFEERFIEKA 637.7 100.0 790.8 100.0

Other revenue Hilg A 8.2 1.3 7.4 0.9

Investment income BE W 10.6 1.7 - -
Reversal/(provisions) for guarantee losses [/ (5t ) BREE

ke 13.2 2.1 (2.4) 0.3)

Impairment losses BERMBEEX (102.5) (16.1) (186.6) (23.6)

Operating expenses BT (380.0) (59.6) (391.8) (49.5)

Net foreign exchange loss EHFEA (0.3) - (0.2) -

Share of profits of associate BErERENS 9.9 1.6 0.1 -

Share of losses of joint venture AELERABX (2.7) (0.4) - -

Profit before taxation A IRbE 194.1 30.4 217.3 27.5

Income tax FriSH & A (49.7) (7.8) (75.8) (9.6)

Net profit FAE 144.4 22.6 141.5 17.9
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Financial Highlights
B HEE

Since 2015, the Group has continued to adjust the business
structure and customer structure, provide integrated financial
services to SMEs and individuals based on the “customers-
oriented” strategy; at the same time, “performance management”
has been used as a means to strengthen the risk control
awareness of all staff. Admission criteria for new customers
is raised and management on collaterals is stepped up as the
recovery of historical non-performing assets is strengthened and
quality of assets is significantly improved. This series of integrated
measures gradually reversed the downward trend of various
operating indicators, with all business and financial indicators
stabilized, and showed a trend of gradual improvement.

During the six months period ended 30 June 2017 (the “first half
of 2017”), the net profit of the Group amounted to RMB144.4
million, which was roughly equal to the net profit of RMB141.5
million during the six months period ended 30 June 2016 (the
“first half of 2016” or the “corresponding period of 2016”), ending
the downward trend. In the first half of 2017, the net profit
margin of the Group was 22.6%, representing a 4.7% increase as
compared to the net profit margin of 17.9% for the corresponding
period of 2016. The net profit of the Group was relatively steady
in the first half of 2017, which was mainly due to the growing
trend of net interest and handling fee income from the capital
business, and the decline in impairment losses as a result of the
significant improvement in the quality of assets in the first half of
2017. Detailed analysis is as follows:

° In the first half of 2017, the total net handling fee and interest
income of the Group was RMB637.7 million, representing
a decrease of 19.4% as compared to the total net handling
fee and interest income of RMB790.8 million in the first half
of 2016. The decrease was mainly due to the decrease of
RMB177.0 million or 40.4% in net guarantee and consulting
fee income in the credit guarantee business in the first half
of 2017 as compared to the corresponding period of 2016.
The net interest and handling fee income in SME lending
business in the first half of 2017 amounted to RMB376.2
million, representing an increase of RMB23.9 million or 6.8%
as compared to the corresponding period of 2016. Among
others:
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In the first half of 2017, net guarantee and consulting
fee income in the credit guarantee business of the
Group was RMB261.5 million, representing a decrease
of RMB177.0 million or 40.4% as compared to the net
guarantee and consulting fee income of RMB438.5
million in the first half of 2016. The decrease was mainly
due to the effect of the significant decrease in the
size of bond issuances in the capital market and the
business volume related to bond guarantees issued by
the Group. In the first half of 2017, the Group provided
guarantees for two bond issues in the aggregate
amount of RMB1,100.0 million. The issuance volume
decreased significantly by RMB11,650.0 million or
91.4% as compared to the corresponding period of
2016. The decrease was roughly equal to the decline
in the volume of bonds issued in the domestic capita
market of China in the first half of 2017. As at 30 June
2017, the outstanding bond guarantee liability of the
Group was RMB21,230.0 million (31 December 2016:
RMB20,250.0 million) (before excluding the outstanding
liability of RMB10,000.0 million ceded to third-party re-
guarantee companies).

Financial Highlights
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Financial Highlights
B HEE

Starting from 2015, the Group has proactively adjusted
the business exploration model and the structure of
the credit guarantee business. During such process,
it has gradually and proactively eliminated customers
with relatively high risks so as to reduce default
payments; and has progressively changed its models
of customer and business exploration by: (1) providing
integrated financial services to customers through the
comparative advantages of its wide range of financial
licenses, business network across the country, as
well as flexible and efficient operation mechanism; (2)
offering financial services to SMEs at different stages
of development and intensely developing partnership
finance with capital investment as the tie in adopting
the “capital + credit” approach; (3) taking marketing
initiatives to target core enterprises with relatively
higher credibility, and developing standardized products
to cater the financing needs from both upstream
and downstream enterprises of the core enterprises,
thereby promoting the development of the supply chain
financial business model. The above measures have
terminated the downward trend of other guarantees
businesses other than bond guarantees and driven
the growth. Among others, the outstanding liability of
traditional financing guarantee business as at 30 June
2017 was RMB9,401.9 million, representing an increase
of RMB526.8 million or 5.9% as compared with the
outstanding liability of RMB8,875.1 million as at 31
December 2016; the outstanding liability of project
performance guarantee business as at 30 June 2017
was RMB5,182.3 million, representing an increase of
RMB2,490.4 million or 92.5% as compared with the
outstanding liability of RMB2,691.9 million as at 31
December 2016.

Hanhua Financial Holding Co., Ltd.
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€ At the same time, the Group met the financing demands
of SMEs through reasonable use of other business
tools, including entrusted loans, transfer of trade
receivables and bill discounting. Such move gradually
transformed the guarantee and consulting fee income
from financing guarantee business to interest and
handling fee income from capital business.

€ In the first half of 2017, net interest and handling fee
income of the Group amounted to RMB376.2 million,
representing an increase of RMB23.9 million or 6.8%
as compared to the corresponding period of 2016. The
increase was mainly due to the increase of income from
capital business of the partnership finance business
segment. For details, please refer to the paragraph
headed “Partnership Finance Business Segment” in the
“Management Discussion and Analysis” section.

In the first half of 2017, other revenue of the Group
amounted to RMB8.2 million, which was mainly government
subsidies and tax refund obtained by subsidiaries of the
Group.

In the first half of 2017, investment income of the Group
amounted to RMB10.6 million, which was mainly non-
consolidated cash dividends allocated by investees as
received by the Group and proceeds of the disposal of
part of the equity interests of the capital investment and
management business segment.

Financial Highlights
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Financial Highlights
B HEE

Impairment losses for receivables for default payments
and other credit assets decreased from RMB186.6 million
for the first half of 2016 to RMB102.5 million for the first
half of 2017, representing a decrease of RMB84.1 million
or 45.1%. Since the beginning of 2015, the Group has
proactively optimized its business structure, comprehensively
adjusted its credit-granting policy, and fully enhanced its
marketing management and post-guarantee management,
with increased frequency and efforts in post-guarantee
management. As for defaulting customers, the Group
stepped up management on collaterals and efforts of
recovery. Meanwhile, the Group further raised all staff's
awareness of risk management by fully implementing the
administrative rules for distribution of performance-based
bonus after “discharge of risk responsibility”. Given the short
term of loans and credit guarantees provided by the Group
to its customers (mainly within 18 months), the aforesaid
measures led to the gradual decrease of credit risk exposure
of the Group’s overall asset portfolio and its full release
in 2015 and 2016, leading to the decline in provision for
impairment losses of its assets in the first half of 2017.

Excluding the impact of “share-based payment” and “taxes
and surcharges”, the total “operating expenses” used in daily
operation and management in the first half of 2017 would
be RMB352.0 million, representing an increase of RMB11.5
million or 3.4% as compared with the total operating
expenses of RMB340.5 million in the corresponding period
of 2016. Since the first half of 2016, the Group started to
establish a talent pool for the development of new business
sectors such as financial assets management, capital
investment and management; at the same time, the Group
continued to carry out staff optimization, strengthen risk
management whilst providing high rewards to institutions and
teams with outstanding performance, which increased the
labor costs. Meanwhile, the Group continuously strengthened
cost control and gradually optimized resource allocation and
its various operating costs other than labor costs remained
stable with a slight decrease.
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In the first half of 2017, the share of profits of associate
totaled to RMB9.9 million, representing mainly the investment
income from the Group’s investment in Chongging Fumin
Bank Co., Ltd (“Fumin Bank”) using the equity method in
the first half of 2017. As at 30 June 2017, Fumin Bank had
a total asset of approximately RMB15,289.1 million and a
total liability of RMB12,250.3 million, of which the balance of
deposits from customers amounted to RMB2,168.9 million.
In the first half of 2017, Fumin Bank recorded a net profit of
RMB36.4 million.

Financial Highlights
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Management Discussion and Analysis

BN WD

BUSINESS OVERVIEW

Since early 2016, the Group has abandoned the independent
development model of various business sectors and started to
adopt the “customer-oriented” strategy to expand business.
Externally, “single customer access and unified credit standard”
has been implemented through “customer exploration and risk
management” to improve quality of customer service; internally,
with the objectives of “integration of functions and efficiency
enhancement”, it strengthened the integration of functions,
especially the mid-and-back office, for higher operating efficiency
and lower operating cost. Riding on the exploration and practice
in 2016, the strategy was further strengthened in 2017, splitting
the operation of the Group into four major business segments,
namely the partnership finance business segment, SME lending
segment, capital investment and management segment and other
segment.

PARTNERSHIP FINANCE BUSINESS SEGMENT

Partnership finance business segment mainly engages in the
provision of integrated financing services for SMEs, which
primarily include credit guarantee, capital business (mainly
includes receivables for factoring business, bill discount, finance
leasing, entrusted loans), finance assets management and other
services.

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

The following table sets forth the key performance indicators of TERHENAMTABRAEERY S RER

KSEOMOBEREEES:

the partnership finance business segment of the Group as at the
dates indicated:

For the six months period

ended 30 June Changes
BZ6A30AL
~EAEE LX)
(Expressed in RMB million, unless otherwise stated) 2017 2016 Amount  Proportion %
(BREEFHAMN UARERERIIT) 2017F 2016F P& HB%
Operating results RExE
Net guarantee and consulting fee income EREEHEFRA 261.5 438.5 (177.0) (40.4)
Net interest and handling fee income FERFEBZRA 196.3 165.8 30.5 18.4
Net fee and interest income FFEERFSKWA 457.8 604.3 (146.5) (24.2)
Other revenue Hig A 45 4.6 (0.1) 2.2)
Reversal/(provisions) &0/ (1R
for guarantee losses EREELEES 13.2 (2.4) 15.6 (650.0)

Impairment losses BEMERE (84.3) (135.7) 51.4 (37.9)
- Receivables for default payments —ERRER (44.0) (128.9) 84.3 (65.7)
- Entrusted loans -EFER (29.1) (3.1) (26.0) 838.7
- Receivables for factoring business —EWIRE R (10.9) (2.5) (8.4) 336.0
- Finance lease receivables -ERBERER (0.3) (1.8) 1.5 (83.3)
Operating expenses EET (180.0) (189.6) 9.6 (5.1)
Profit before taxation BATFE 211.2 281.2 (70.0) (24.9)
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Management Discussion and Analysis

BERENWED

In the first half of 2017, profit before taxation of the partnership
finance business segment was RMB211.2 million, representing
a decrease of RMB70.0 million or 24.9% as compared with the
corresponding period of 2016, which was mainly due to:

e Decrease in guarantee and consulting fee income from credit
guarantee business of the segment by RMB177.0 million,
mainly due to the downward trend of the business size
and income of bond guarantee business in the first half of
2017. On a pleasing note, the downward trend of traditional
financing guarantee business and project performance
guarantee business ended and was replaced by growth.

° Increase in net interest and handling fee income of the capital
business of the segment by RMB30.5 million, which partially
offset the decline in profit. The growth was mainly due to the
significant increase of business scale and interest income
of the expanding capital business, especially receivables for
factoring business and bill discount business.

e  Adjustment of business model led to the decline of overall
risk of customer groups, while decreasing default payment
and default rates, and strengthened risk management,
management on collaterals and recovery of non-performing
assets resulted in enhancement of asset quality. In the first
half of 2017, impairment losses of the segment amounted
to RMB84.3 million, representing a decrease of RMB51.4
million or 37.9% as compared with RMB135.7 million in the
corresponding period of 2016.

Hanhua Financial Holding Co., Ltd.
BESEROGARAR

COI7TF LEF BHemMEBER»IE
WREAFEARK211.28 870 220164
RERAALL » 5% D BRI A T ARE70.0

e —

BETT FIE24.9% EFERRAR:

s ZNMEREREBELENERRSA
HEBRATHRAREI77.08ETL £
BRN2017F ¥ FEHFEREBH
BERIRAZT BB EEMENS
BEEMEEREGAIRBHERE
BRIE T /BRES  ERIERATE-

s ROHESEBELMMNERFEE
FWAEINARE30.58& T KA
MO FE T EERRNTERRE
MESEHLERBBERFRER
% RIBEMEER  BRARBERRE
EMBUWA B R

o EXBEAARFESEFHEERERR
TR TETREORESE REX.
LA R immse bR EE  RAEE R
MEER MAETREEFREFER
FEREAELE TR - 2017F L3
F ROPEENEERBEEBLAA
R¥84.3F & L2016 A i & E R
BIEBAARKBIB7TEE T TRAR
5148 8T BEIR37.9% °



Management Discussion and Analysis
EEENWmED

Credit guarantee FERAER

Business expansion and product B EREm

The following table sets forth the key performance indicators of TERHENAMTABBAEER Y SRER
the credit guarantee business of the partnership finance business SHOMEEEAEREBNBRESE

segment of the Group as at the dates indicated: =

June 30 31 December

2017 2016 Change
20175 20166
6A30A 124318 #
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEFHAMN UAREBERIT) 28 ] % K%
Product distribution of outstanding ERECHRERERDIH:
guarantee liability:
Traditional financing guarantee BERREER 9,451.9 8,925.1 526.8 5.9
Bond guarantee BHER 21,230.0 20,250.0 980.0 48
Subtotal of financing guarantee balance & & R % 5t 30,681.9 29,175.1 1,506.8 5.2
Re-guarantee BEREESH (10,000.0) (10,000.0) - -
Outstanding traditional financing BRMEEREABE
guarantee liability 9,401.9 8,875.1 526.8 5.9
Outstanding bond guarantee liability BHEERAEHRE 11,280.0 10,300.0 980.0 9.5
Outstanding financing guarantee liability BEERETHE 20,681.9 19,175.1 1,506.8 7.9
Non-financing guarantees FREER 12,116.5 11,455.8 660.7 5.8
- Guarantes of capital preservation funds -REESER 6,425.5 8,255.2 (1,829.7) (22.2)
- Construction contract guarantee - THREHER 5,182.3 2,691.9 2,490.4 92.5
- Litigation guarantee —FRABNER 508.7 508.7 - -
Total of outstanding guarantee ERBEA 32,798.4 30,630.9 2,167.5 7.1
Interim Report 2017 1 9
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Management Discussion and Analysis

BERENWED

The Group adhered to the principles of compliant operations
and “encouragements and discouragements”, and effectively
integrated the macroeconomic control policies and industry
policies of the government to develop the guarantee business
in a prudent, steady and appropriate manner. As at 30 June
2017, the Group’s outstanding liability of the credit guarantee
business (excluding the amount of RMB10,000.0 million which
was transferred out from the re-guarantee business) was
RMB32,798.4 million, representing an increase of RMB2,167.5
million or 7.1% as compared with RMB30,630.9 million as at 31
December 2016. This was mainly due to the growth of traditional
financing guarantee business and construction contract guarantee
business.

The Group kept improving its product portfolio based on the
macroeconomic environment, market conditions and the needs
of business development in the future, to provide more diversified
product support for business marketing. At the same time,
the Group revised and optimized some of its existing products
to meet market changes, and continuously improved product
popularity and competitiveness. In addition, the Group will
continue with product innovation. Such strategies will promote the
constant improvement of the Group’s business product portfolio.
The Group’s guarantee products include guarantee for direct
financing and sale under repurchase agreement transactions
through bank and other financing channels; guarantees for bonds
issued on the stock exchange market, inter-bank markets and
other channels; performance guarantee for capital preservation
fund products managed by mutual fund management companies,
and other forms of non-financing guarantees such as construction
contract guarantee and surety, and litigation guarantee.

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

Traditional financing guarantee business

Traditional financing guarantee business mainly includes bank
financing guarantee and other non-bank financing guarantee.
The Group is always committed to its mission of “Serving
SMEs and individuals”. It strives to provide services to SMEs
which meet relevant credit qualifications. Since 2015, the
Chinese domestic economy has been subject to increasing
downside pressure, compounded with the intricate economic
situation. The Group gradually, actively and orderly scaled
down the top 10 high-risk industries such as real estate
development and the relevant construction and installation
and metal smelting industry in order to lower default
payments; at the same time, clients and business expansion
model were gradually changed by: (1) providing integrated
financial services to customers through the comparative
advantages of its wide range of financial licenses, business
network across the country, as well as flexible and efficient
operation mechanism; (2) offering financial services to
SMEs at different stages of development and intensely
developed partnership finance with capital investment
as the tie in adopting the “capital + credit” approach; (3)
taking marketing initiatives to target core enterprises with
relatively higher credibility, leveraging the sales network and
financing channels and networks of the core enterprises,
and developing standardized products to cater the financing
needs from both upstream and downstream enterprises of
the core enterprises, thereby promoting the development of
the supply chain financial business model. This has facilitated
the gradual transformation from the marketing approach
that targeted “single customer” to the “supply chain model”.
The combination of the above measures has terminated the
downward trend of other guarantees businesses other than
bond guarantees and driven the growth.
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In the first half of 2017, total guarantee and consulting fee
income of traditional financing guarantee business was
RMB153.6 million, representing a decrease of RMB114.0
million or 42.6% as compared with RMB267.6 million for the
corresponding period of 2016. This was mainly due to the
continuous decrease of transaction volume of the traditional
financing guarantee business in 2015 and 2016.

After continuous customer adjustment and expansion, the
downward trend of traditional financing guarantee business
was replaced with positive growth trend in the first half
of 2017, during which the volume of traditional financing
guarantee business was RMB5,670.1 million, representing
an increase of RMB748.8 million or 15.2% as compared with
RMB4,921.3 million in the first half of 2016. As at 30 June
2017, outstanding traditional financing guarantee liability of
the Group was RMB9,401.9 million, representing an increase
of RMB526.8 million or 5.9% as compared with RMB8,875.1
million as at 31 December 2016.

Since 2015, the Group gradually withdrew from industries
and clients with relatively high credit risks while actively
expanding its client base. In the first half of 2017, there were
353 new clients of traditional financing guarantee business
of the Group. As at 30 June 2017, there were 1,535 clients
of traditional financing guarantee business of the Group,
and the average outstanding balance of individual client was
RMB6.1 million.

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

Bond guarantee business

The Central People’s Government stated cleanly in the
2015 Government Work Report “to 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 for steady growth in the
future. Against this backdrop, the Group further advanced
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 idea 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 in 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 transform from
the role of a traditional “Credit market” service provider to
the role of a “Capital + Credit” market comprehensive service
provider.

In the first half of 2017, Hanhua Guarantee Corporation
Limited, mainly engaged in financing guarantee services of
the Group, received an “AA+” long-term corporate rating with
positive outlook from Dagong Global Credit Rating Co., Ltd.,
Pengyuan Credit Rating Co., Ltd. and Shanghai Brilliance
Credit Rating & Investors Service Co., Ltd. respectively.
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According to the regulatory requirements set by the relevant
regulatory authorities, the risk multiplier of the financing
guarantee business is capped at 10 times of the net assets
amounts. For a long time, the risk multiplier of the Group’s
financing guarantee business ranges from 4.5 to 6.0, far
below the cap set by the relevant regulatory authorities.
Therefore, in 2016, the Group provided guarantee services
to bonds issued by financing entities with good credit history
in open markets by appropriately drawing upon long idle
business resources and capitalizing on the influence of the
Group’s brand in the capital market.

In 2016, the Group provided guarantees for bonds in a
total amount of RMB20.25 billion issued by 24 customers.
In the first half of 2017, the business volume in relation to
bond guarantee issued by the Group decreased as a result
of the significant decline in the issuance of bonds in the
capital market. In the first half of 2017, the Group provided
guarantee for a total of two bonds in an aggregate amount
of RMB1,100.0 million. Such volume of issuance decreased
significantly by RMB11,650.0 million or 91.4% as compared
with that of the corresponding period of 2016, and such
rate of decrease is positively correlated with the decline in
the volume of issuance of bonds in the capital market of
mainland China in the first half of 2017.

In the first half of 2017, the total amount of guarantee and
consulting fee income from the bond financing guarantee
business was RMB77.5 million, which decreased by
RMB78.9 million or 50.4% as compared with the income of
RMB156.4 million from such business for the corresponding
period of 2016, mainly due to the decline in the revenue of
bond financing guarantee business in 2017.

At the same time, the Group collaborated with third-party
re-guarantee companies in transferring out a total of bond
guarantee projects in value of RMB10,000.0 million for re-
guarantee purpose to diversify relevant risks. As at 30
June 2017, excluding the outstanding guarantee liability re-
guaranteed by an independent third-party, outstanding bond
guarantee liability of the Group was RMB11,280.0 million,
representing an increase of RMB980.0 million or 9.5% as
compared with RMB10,300.0 million as at 31 December
2016.

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

Non-financing Guarantee

The Group offers non-financing guarantee services whereby
the Group acts as the guarantor and undertakes to pay
one party (i.e. the obligor) a certain amount if another
party (i.e. the principal), fails to meet certain obligations
(such as fulfilling the terms of a contract). To reduce the
Group’s credit risks, the Group requires business owners
or controlling persons of the principal to provide counter-
guarantees, which make them jointly and severally liable
together with the principal when the Group incurs a loss.
The non-financing guarantee products mainly include capital
preservation fund guarantee, project performance guarantee
and litigation guarantee.

The Group considers that the provision of non-financing
guarantees can enhance the efficiency of capital utilization as
such business is not subject to any net asset leverage ratio
requirements in the financing guarantee business.

In the first half of 2017, the total amount of guarantee
and consulting fee income from non-financing guarantee
business amounted to RMB31.2 million, representing an
increase of RMB16.1 million or 106.6% as compared with
the income of RMB15.1 million from such business in the
corresponding period of 2016, mainly due to the significant
increase of project performance guarantee business from the
second half of 2016.

Guarantee business for capital preservation funds

The Group began to engage in guarantee business for
capital preservation funds in 2014. Due to the influence
of regulatory policies, the balance of such business has
been decreasing gradually. As at 30 June 2017, the Group
provided services to 5 fund products managed by 3 fund
management companies, with outstanding guarantee liability
of RMB6,425.5 million (31 December 2016: RMB8,255.2
million).
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Capital preservation funds are fund products offered for
public subscription which guarantee the return of principal at
the maturity date and are managed through various capital
preservation investment strategies. Under this new guarantee
product, the Group typically guarantees the payment of any
shortfall between the net asset value of a particular capital
preservation fund at its maturity date and its principal value
when initially launched. Capital preservation funds utilize
interest or an extremely small proportion of assets to conduct
high risk investments, while the majority of assets are used
for fixed return investments, which means the value of the
fund will not be lower than its guaranteed price regardless
of the market decline in which the fund is invested, thereby
achieving capital preservation (i.e. the Constant Proportion
Portfolio Insurance (CPPI) investment strategy). In terms
of the entire capital preservation fund market, there is not
a single fund that was unable to preserve its capital at the
maturity date.

Project performance guarantee business

To meet the demands for “project performance guarantee”
by the construction industry, the Group designed specific
products by taking into account the operating features of the
construction industry, and assisted a number of construction
and engineering construction enterprises which met certain
qualifications in their business expansion by issuing “Bid
bonds, performance bonds and prepayment bonds”. Since
2016, the Group has been expanding its project performance
guarantee business vigorously, and maintaining high speed
of growth. The revenue from project performance guarantee
business in the first half of 2017 was RMB3.12 billion,
representing an increase of RMB2.48 billion or 387.5%
as compared with RMB640 million in the corresponding
period of 2016. As at 30 June 2017, the balance of project
performance guarantee business was RMB5,182.3 million,
representing an increase of RMB2,490.4 million or 92.5%
as compared with RMB2,691.9 million as at 31 December
2016. In the first half of 2017, the Group had 243 new
customers in the project performance guarantee business.
As at 30 June 2017, the Group had 506 customers in the
project performance guarantee business, with the average
outstanding liability of RMB10.2 million.

Hanhua Financial Holding Co., Ltd.
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Risk management and asset quality BREEREEEES

The following table sets forth the major asset quality indicators of TEREINMRASBERERERSIER

the credit guarantee business of the Group: REELSEE:
For the six months period For the
ended 30 June year 2016
BZ6A30ALABEAHM 20165 [
2017 2016
20175 2016F
(Expressed in RMB million, unless otherwise stated) Amount Amount Change Amount
(BREEFHAMN UAREBERIT) 28 T 28 k¥
Default rate RE=x0 1.6% 1.8% (0.2 ppt) 1.6%
Default payments ER NN 144.8 157.1 (7.8%) 386.0
Guarantees released BB ER 9,215.4 8,972.8 2.7% 23,467.7
Provision rate® BEx 1.0% 1.1% (0.1 ppt) 1.1%
Provisions for guarantee losses EREEERS 337.4 392.7 (14.1%) 350.6
Total outstanding guarantees BERBE 32,798.4 35,675.9 (8.1%) 30,630.9
Loss ratio® RAZO 0.5% 1.4% (0.9 ppt) 0.9%
Impairment losses for receivables for [EMREFNEERERX
default payments 44.0 128.3 (65.7%) 2138.7
Guarantees released BB ER 9,215.4 8,972.8 2.7% 23,467.7
Recovery rate" 2] Uy b R 24.8% 53.8% (29.0 ppt) 40.4%
Recovered amount Bl & 5 35.9 84.5 (57.5%) 156.0
Default payments R OINE 144.8 157.1 (7.8%) 386.0
June 30 31 December
2017 2016 Change
20175 20166
6A30H 12A318 &
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(RRBHABIN UARBBEERIIR) 2H 3] 53 0%
Leverage ratio® BEERAEEHO 5.2 4.8 0.4 8.3
Outstanding financing guarantee liability BREEREAHE 20,681.9 19,175.1 1,506.8 7.9
Net assets of the credit guarantee business  ZBEREHFEE 3,979.8 4,035.2 (55.4) (1.4)
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Notes:

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

(2) Provisions for guarantee losses divided by the balance of the
outstanding guarantees. The provision rate indicates the level of
reserve which the Group set aside for the guarantee portfolio.

(3) Impairment losses for receivables for default payments divided by
total guarantee released.

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

(5) The outstanding balance of financing guarantee business divided by
net assets of the credit guarantee business.

After years of development, the partnership finance business
segment has developed an independent risk culture and risk
management system. The Group applied 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” in 2016, and will further work
towards “Safety first, customer base upgrade, comprehensive
income and compliant credit extension” in 2017.

e Safety first: The Group adheres to the principles of
unified customer access unification and single debtor,
small amounts, diversity and reasonable installments. For
new customers, in the market survey phase, the Group
strengthened customer admission standards and efforts in
on-site investigation and management of uncertain risks.
While focusing on the primary repayment source, the
Group also developed the secondary repayment source by
strengthening acquisition and management of collaterals,
so as to reduce the ultimate risk. As at 30 June 2017, the
collateral coverage of customers of traditional financing
guarantee business was increased to 60.7%. Meanwhile, the
Group raised all staff’s awareness of risk management by
fully implementing the administrative rules for distribution of
performance-based bonus after the “discharge of guarantee
liabilities” among the members of all business units and
teams.
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Customer base upgrade: We preferred to select
the consumer industry that has growth potential and
manufacturing industry with space of development in the
emerging markets. Meanwhile, the Group firmly withdrew
from the surplus industry with relatively high inventory
pressure as well as the industry with low efficiency of
resource allocation, and gradually developed “partnership
finance, supply chain finance, listed companies and new
OTC customers” as its major customer base and business
direction.

Comprehensive income: While granting business units
the risk pricing power for single business, the Group set the
principles on minimum comprehensive pricing guidelines to
achieve the balance between risk and return. Meanwhile, the
Group achieved overall upgrade of comprehensive income
by utilizing the partnership finance business cluster and
even the excellent financial instruments of Hanhua Financial
and by offering customers with integrated financial service
solutions.

Compliant credit extension: The Group published policies
on credit extension periodically and adjust the same from
time to time through “product management” and based on
thorough research and studies. Meanwhile, it strengthened
the standardization of operational procedures to achieve
comprehensive management in terms of “pre-loan, in loan
and post-loan stages, and the disposal and recovery of non-
performing assets” so as to reduce operational risk.

The total amount of default payments paid on behalf of
default customers of the Group was RMB144.8 million in
the first half of 2017, representing a decrease of RMB12.3
million or 7.8% as compared with RMB157.1 million in the
corresponding period of 2016. The overall default rate of the
Group shows the quality of the Group’s guarantee portfolio.
In the first half of 2017, the Group’s default rate was 1.6%,
representing a decreasing trend as compared with 1.8% in
the corresponding period of 2016. The continued decrease
of default rate in the first half of 2017 was mainly because
the Group enhanced post-guarantee management as well
as the corresponding management frequency and efforts.
Meanwhile, the Group further raised all staff's awareness of
risk management by fully implementing the administrative
rules for distribution of performance-based bonus after
the “discharge of guarantee liabilities” among all business
personnel. Given the short term of loans and credit
guarantees provided by the Group to its customers (mainly
within 18 months), the aforesaid measures led to the gradual
decrease of credit risk exposure of the Group’s overall asset
portfolio and its full release in 2015 and 2016.
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The Group assesses the potential recovery possibility and the
amount recoverable for each receivable for default payment
mainly based on the anti-collateral provided by the borrower and
the possibility of disposal, and compares the present value of
the amount recoverable with the receivable for default payments,
where the difference is included in the impairment loss for the
current period. In the first half of 2017, the impairment loss of
receivables for default payments of the Group was RMB44.0
million, representing a decrease by RMB84.3 million or 65.7%
as compared with the impairment loss of receivables for default
payments amounting to RMB128.3 million for the first half of
2016. The decrease of impairment loss of receivables for default
payments in the first half of 2017 was because, on the one
hand, the current receivables for default payments decreased
by RMB12.3 million, and, on the other hand, the Group’s
enhancement in clearance management after default payment,
and the continuous increase in value of valuable collaterals
acquired for the current default payments and default payment
in the previous years, as well as the substantial progress in
clearance and collection. Accordingly, the provision rate of
default payment receivables (allowance for impairment for
default payment receivables/original amount of default payment
receivables) as at 30 June 2017 was 43.4%, which was slightly
lower than the provision rate of 54.2% as at 31 December 2016.
As at 30 June 2017, the original amount of the Group’s default
payment receivables was RMB1,237.1 million (31 December
2016: RMB1,373.1 million), and the corresponding balance of
impairment provisions was RMB537.0 million (31 December
2016: RMB7483.8 million). In the first half of 2017, the Group
wrote off impairment provision for receivables for default payment
withdrawn in full in previous years totaling RMB244.9 million.

Hanhua Financial Holding Co., Ltd.
BESEROGARAR

AEBHG-—ERKREFELNE
WAl getE R B & R TT R E T
FERBEFRARHEORERBERA
RE B BT WA el S
HORERERERSEETLR &
EZHEAAEHEERBEEK2017F
LHFE AEEHERERBITRY
BERBEAXAARBI0BE T
H12016F F¥ FREFBEIENEE
BIEB R ARK128.3F &ML R
D ARMB4.3E &L [£1865.7% ©
2017 E¥ F WK EFRIERFIRED
BERBEEIASETER-—FTEEAAR
ERREFRELERDARK12.38
B S HFEXERERALNERM
MRERNBRER HYEHNRE
B H A RBIFEREEEB FMERL
BEEMIKG R TE IR A A RE R
THERBSEEMEREMR - EN I
20176 A30H EW R EFR B H X
(EWREFREEHRTERRERR
H) B43.4% B20164 128318 &)
BHEFRS54. 2% - 2B T8 -
M2017F6A30R AL B E RN E
FREAANRE123718 8 7T(2016
F12H381H 1,373 1H&E L) 4 &
MEERBEEERTERARMESS7.0
BB (20164F12A31H : 743.88 8
JL) ° 20174 £ F - ANEBHEFZHE
DAFEEE2ERIVAEBEERNHR
BEFEAEARK2449EHE T
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For default customers, the Group stepped up management
on collateral and disposal of non-performing assets so as
to rapidly recover funds. In the first half of 2017, the Group
recovered cash of RMB35.9 million in aggregate from
defaulting customers, with the recovery rate of 24.8%.

The provision rate of the Group’s credit guarantee business
is used to calculate the provision for potential losses based
on the total guaranteed balance. As at 30 June 2017, the
provision rate of the credit guarantee business was 1.0%,
representing a decline of 0.1 percentage point as compared
with 1.1% as at 31 December 2016. The decrease was
mainly because of the gradual increase of the proportion of
bond guarantee, guarantee for capital preservation funds
and project performance guarantee with relatively low credit
risks to the whole product portfolio, which caused change
to the potential risk of credit guarantee portfolios. As at
30 June 2017, the outstanding guarantee liability of bond
guarantee, guarantee for capital preservation funds and
project performance guarantee accounted for 69.8% of the
whole portfolio (31 December 2016: 69.4%).

As at 30 June 2017, the net assets of credit guarantee
business was RMB3,979.8 million, representing a decrease
of RMB55.4 million as compared with RMB4,035.2 million
as at 31 December 2016. The decrease was mainly due to
the distribution of bonus by Hanhua Guarantee Corporation
Limited, which mainly engaged in credit guarantee services
to its shareholder Hanhua Financial in the first half of 2017.
As at 30 June 2017, the Group’s financing guarantee
balance was RMB20,681.9 million, representing an
increase of RMB1,506.8 million or 7.9% as compared with
RMB19,175.1 million as at 31 December 2016. Therefore,
the leverage ratio was 5.2 as at 30 June 2017 (as at 31
December 2016: 4.8).

BEEERWED T

HRENEPF, AEENBREERY
EEMTREERE NE KRR
ElEEE S - R2017F L¥F - AEE
RENEPERFTLBWER 2 AR
35.98 BT B L (124.8% ©

AEEBERERESHBES AU
STERBEAEEAEAENERET
BREE - BUBEE B PTIE D AR KA o
M2017F6H30B - B M ERAERE
TEEBAE R 51.0% 82016512 531
HH1.1% FEOAEE DS TERE
RERRBETRENESER R
AESER ULRTIRBHERER
BEmMABERHNEEEL RS 15
EREREBEGNELRRE LS
{t > M2017F6A30H  BEHFER R
AESER IEBHOER=-ZBEER
EASKBEERAERAESTHGLAR
69.8% (201612 A31H :69.4% ) °

R2017F6 8308  EAERER
HFEERBARYESI79.88 & T
B2016F12A31HMFEE AR
4,0352BE L B ARKESS4ES
T EBOEERRAR201THE L F
AHEARREBGORBEBERERR
MBERAFABRREBESERNE
fRA B HE1T 9 4T FT 8- FR201766 A
0 AEENRMERRBEAAR
#20,681.98 & JT - 2016512 431
AomEERHBBARK19,175.18
B BR ARYK1,506.88 &L 1%
187.9% ° A It - 201766 H308 -
R EAE5.2 (20165F12A31H ¢
4.8) °

Interim Report 2017
—E-tFhRE

31



32

Management Discussion and Analysis

BN WD

Distribution of guarantees by geographical region and
industry

As at 30 June 2017, Beijing, Jiangsu, Chongqging, Hunan and
Sichuan were the five biggest markets in terms of proportion
in the aggregate balance of guarantees, accounting for 21.4%,
14.4%, 13.9%, 11.4% and 8.9%, respectively, of such balance.
As we continued to expand and develop our credit guarantee
business in other regions in China, it is expected that the
proportion of other regions to the total outstanding guarantees
balance will gradually increase.

As at 30 June 2017, excluding capital preservation funds
guarantee, the guarantee business mainly concentrated in
construction, household goods, commercial industry, investment
and management of public facilities, manufacturing and
processing industry and other industries, which accounted for
29.1%, 23.1%, 17.9%, 11.9%, 11.6% and 6.4% 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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Capital business BEEEK

Business expansion and product B ERE @

The following table sets forth the key performance indicators of TERHENAMTABBAEER Y SRER
the capital business of the partnership finance business segment SR SHESCEBNBREBIEE:

of the Group as at the dates indicated:

30 June 31 December

2017 2016 Change
20175 20166
6A30A 124318 #
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEHHAMN UARBBEELIIR) 2H 2HE 2HE K%
Net fee and interest income FFEERMBMA 196.3 165.8 30,5 18.4
Entrusted loans ZHEERN 2,223.6 2,636.5 (412.9) (15.7)
Receivables for factoring business [E U R 3R 1,524.0 602.2 921.8 153.1
Finance lease HEME 314.2 282.1 32.1 114
Subtotal of the balance of B EBHRE /G
the capital business 4,061.8 3,520.8 541.0 15.4
Balance of provision for EEHEERRE
impairment loss 120.5 116.0 4.5 3.9
Provision rate!" BER0 3.0% 3.3% (0.3 pptE D2 -
Provision coverage rate? REBEER0 104.4% 100.6% 3.8 pptADH -
Overdue balance of capital business CRHBELEKBE 280.7 284.9 (4.2) (1.5)
Proportion of overdue capital business® DI E &£ K ELHO 6.9% 8.1% (1.2 ppt) -
Balance of impaired capital business CEREEE£KHE 115.4 115.3 0.1 0.1
Proportion of the balance of ERBESERHEMNLY
impaired capital business® 2.8% 3.3% (0.5 pp) -
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Notes:

(1) The balance of provisions for impairment loss divided by the balance
of capital business.

(2)  Provision for impairment loss divided by the balance of impaired
capital business. Provision coverage rate represents our provision
rate for potential loss of the capital business portfolio.

(3) The balance of overdue capital business divided by the balance of
capital business.

(4) The balance of impaired capital business divided by the balance of
capital business.

The partnership finance business segment satisfied customers’
demand for funding of different maturity, cost and trading
structure through entrusted loans, receivables for factoring
business and finance lease. In the first half of 2017, the capita
business of the partnership finance business segment generated
a total net interest and fee income amounted to RMB196.3
million, representing an increase of RMB30.5 million or 18.4% as
compared with the total net interest and fee income of RMB165.8
million for the corresponding period of 2016. The growth was
mainly attributable to the increase in net interest and fee income
from the receivables for factoring business. As at 30 June 2017,
the total balance of the capital business was RMB4,061.8 million,
representing an increase of RMB541.0 million or 15.4% as
compared with the balance of the capital business of RMB3,520.8
million as at 31 December 2016. The increase was mainly
attributable to the significant growth in the size of the receivables
for factoring business of the Group.
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Since 2016, the Group has adopted the “Supply Chain Finance”
business model to promote the coordination and integration
of the industry chain. Through reasonable use of receivables
for factoring and bill discounting as the means and verification
of background information of the transactions, it ensured
truthfulness of the receivables, which then became the assets
under the “receivables for factoring” to effectively solve financing
difficulties of enterprises. Meanwhile, it enhanced the organization
of the “asset end”. Leveraging on the credibility of Hanhua
Financial, it introduced external funds by assets securitization, so
as to offer comprehensive financing solutions and effectively solve
the problem of “high financing costs” for enterprises.

In terms of the receivables for factoring business, the Group
verifies the authenticity of receivables on a case-by-case basis
and implements rights determination. In the meantime, over
70% of the receivables for factoring business was secured
by commercial acceptance bills held by the transferor of the
receivables, which were issued by listed companies, state-owned
enterprises, Central Government-led enterprises and leading
enterprises with higher credibility in the industry. The Group
was entrusted to collect the bills, which were the sources of
repayment for the factoring financing business.

In the first half of 2017, the aggregated receivables for factoring
business amounted to RMB3,400.2 million, representing a drastic
increase of 243.4% as compared with the corresponding period
of 2016. As at 30 June 2017, the balance of the receivables for
the factoring business was RMB1,524.0 million, up RMB921.8
million or 1563.1% as compared with the balance of the
receivables for factoring business of RMB602.2 million as at 31
December 2016. Average duration of such business was 5.5
months and 98.7% of the amount was due within 1 year.
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Risk management and asset quality

The Group satisfied customers’ financing demand through the
credit guarantee business and direct financing. In each case, it
adhered to the principle of “unified customer access and single
debtor”,
For details on the risk management policy of the capital business

so as to set a universal credit standard and credit line.

of the partnership finance business clusters, please refer to the
section headed “Risk management and asset quality” of the credit
guarantee business.

Overdue capital business refers to capital business where
all or part of its principal or interest is overdue for 1 day or
above. In regard to the capital business, the Group adopted
the loan risk classification approach based on the “Loan Risk
Classification Guideline” promulgated by the China Banking
Regulatory Commission to monitor the exposure of the capital
business portfolio. The capital business is classified into five
categories: normal, special concern, substandard, doubtful and
loss according to the risk level, of which the last three categories
are deemed as impaired loans and advances. When one or more
events proves the existence of objective evidence of impairment
and that a loss may be incurred, the capital business is classified
as impaired. Provisions for impairment loss of impaired capital
business are assessed collectively or individually as appropriate.

The core definitions of each category of capital business are as
follows:

Normal: The borrower can fulfil the terms of the capital business,
and there is insufficient reason to doubt the timely payment of the
principal and interest of the capital business in full.

Special concern: Although the borrower is currently able to
repay the principal and interest of the capital business, there
exist some factors which may have an adverse effect on the
repayment.
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Management Discussion and Analysis

Substandard: There is an apparent problem in the repayment
ability of the borrower who is unable to repay the principal and
interest of the capital business in full with its normal income.
Some losses may be incurred even if the guarantee is exercised.

Doubtful: The borrower is unable to repay the principal and
interest of the capital business in full. Relatively significant losses
will be incurred even if the guarantee is exercised.

Loss: After taking all possible measures or all necessary legal
proceedings, the interest and principal cannot be recovered or
only an extremely small portion can be recovered.

The Group regularly reviews the quality of individually significant
assets of the capital business. For capital business for which
an allowance for impairment loss is provided individually, the
amount is determined after assessing the incurred loss at the
balance sheet date on a case-by-case basis. In making such
assessments, the Group considers the value of collateral held and
expected future cash flows from the asset.

As at 30 June 2017, the balance of overdue capital business and
the balance of impaired capital business were RMB280.7 million
and RMB115.4 million respectively, similar to those as at 30
June 2016. These suggested that the asset quality of the capital
business of the partnership finance business cluster of the Group
was stable.

As at 30 June 2017, the provision rate of the capital business
was 3.0%, representing a decrease of 0.3 percentage point as
compared with the provision rate of 3.3% as at 31 December
2016. The decrease was mainly due to the increase in proportion
of the receivables for factoring business, which had higher quality
of assets, to 37.5% (31 December 2016: 17.1%).
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Financial asset management

In April 2017, the Group, as the promoter, jointly established
Fu’an Asset with 3 domestic companies. Fu’an Asset has a
registered capital of RMB1,000 million, of which the Group
contributed RMB550.0 million and held 55.0% equity interest
of Fu'an Asset. As at 30 June 2017, all shareholders of Fu’an
Asset had made contribution in cash in accordance with the
relevant requirements under the investors’ agreement. On 4
July 2017, Fu'an Asset obtained the approval of operation
from the regulators.

Pursuant to the business license obtained by Fu'an Asset,
its business scope includes acquisition; entrusted operation
and management of non-performing assets of financial
institutions and non-financial institutions; management of,
investment in and disposal of non-performing assets; debt
restructuring and corporate restructuring; debt-to-equity
swap business, management of, investment in and disposal
of equity assets; external investment and management;
financial, investment, legal, and risk management advisory
and consulting business.

As a leading comprehensive and inclusive financial service
group in the PRC, the Group strives to pursue new
development opportunities in the financial services industry
through equity investment and integration of platform
resources, so as to provide comprehensive financial services
to micro, small and medium-sized enterprises and fulfill their
diversified financing and business needs.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

Management Discussion and Analysis
EEEWED

THEEEHE

R2017F4 R REBIERERA - 6
ENEMIRBEARAIAERILEL
BE - SREEMNAMERAEARY
1,0008 BT A& E A R®550.0
BETHENRE =L EESS.0%H
Bz EH £2017F6A30B EL &
ESBRRBIZRBHEA B ENEEE
ko EREBESHE BREEER
2017 7THABEGEEKBEILE &
HEFZE -

BRIESZEEMERMNEENR H
EBHERENRE XKLL RE
BMECRBBIREE HIARE
EETEERE RENRE  BHEHEK
RS ERERE YREEE
ETERE RENEEHIIMNEERE
BMB - RE RERMEAREEES
e

AEBEARAEENSA LSS
BRBEE —EBHRBBRER
ANFAABRRE LESBREL
CHEFRE BRI ERES
EHSRRBLRRES B RE
REBER-



Management Discussion and Analysis

In order to regulate the batch transfer, acquisition and
disposal business of non-performing assets of financial
enterprises, and effectively prevent and eliminate financial
risks, according to the Administrative Measures on the Batch
Transfer of Non-performing Assets of Financial Enterprises
((eMPETREEHEEZEEEIE) ), Notice on
Relevant Issues concerning Conditions for Qualification
Licensing of Local Asset Management Companies to Carry
out the Batch Purchase and Disposal of Non-performing
Assets of Financial Enterprises ( (Bt 75 & EE 1 A A) 5
EeMEPETNREENENBREEEBELERAKHEEAH
RIREHYBAN) ), and the Letter of the General Office of CBRC
in relation to the Appropriate Adjustment of Relevant Policies
on Local Asset Management Company ( (/1 B R 25 & 1 N EE
FREEREM T EEER AR BBBEENK) ), provincia
people’s governments may establish an additional local asset
management company, the disposal of the non-performing
assets is permitted by way of debt restructuring, external
transfer, etc., and the transferee of the external transfer
is free from regional restrictions. These provide market
opportunities for social capital, especially private capital to
participate in mitigating and stimulating the non-performing
assets of local financial institutions.

The establishment of Fu’an Asset is an important part of
the overall strategic layout of building an inclusive finance
ecosystem of the Group, which will enrich and extend
its layout of the integrated finance ecosystem. As an
integral part of the partnership finance business segment,
Fu'an Asset will leverage the existing business team and
institutional layout in actively seizing opportunities in the
development of asset management market in the “New
Normal” economic environment of the PRC. Coordinating
existing financial business resources, it will provide total
factors and integrated financial services to micro, small
and medium-sized enterprises on full life-cycle and further
enhance the integrated business strength of the Company.

SME lending segment

Currently, the SME lending segment offers integrated financial
services to individual customers through its subsidiaries in
Chongging, Chengdu, Tianjin, Shenyang, Nanning, Guiyang,
Nanjing, Harbin and Shenzhen. It is also in the process of
deregistration of the three small loan companies in Changchun,
Xian and Kunming. In particular, its small loan companies in
Chongaing, Shenzhen, Sichuan, Shenyang and Harbin obtained
the qualification for internet lending to overcome geographical
constraints. As a result, the Group is able to provide lending
services across China, which will facilitate the further expansion of
the SME lending business.
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Management Discussion and Analysis

B WD

Since the second half of 2015, the Group has actively adjusted
the operating strategy and transformed from the traditional
“single customer retail” model to the “supply chain finance
model for product wholesale”. At the same time, it has
cooperated with online finance and consumer finance platforms
to expand customer acquisition channels. Following two years
of exploration, the SME lending segment has developed three
major business directions, namely “micro and small loan business,
consumer finance and platform finance”.

The following table sets forth the key performance indicators of
the SME lending segment of the Group as at the dates indicated:

H20165F T+ F it AEBEEBHBL
BREE NEENE-—FFPTE]EAR
[EmftZENHERSRRN | £17EE
R BEMEcHIEESRTERAA
E MREERE-EKBRMFNRRE FH
EBNBELR MR E BB
FEE®] =ZREBTR-

TREINRARAREAEEEEEE D E
HIBE R R ERR

For the six months period

ended 30 June Change
BZ6R30A8 Lt
AERE &

(Expressed in RMB million, unless otherwise stated) 2017 2016 Total  Percentage %
(REEHBEN AARBEETLIIT) 20175 2016 ik K%
Net interest and fee income FAERFEEBRA 245.8 258.9 (13.1) (5.1)
Other income Hit A 0.9 0.5 0.4 80.0
Impairment loss BEMERX (12.0) (50.9) 38.9 (76.4)
Operating expenses BT (79.7) (87.3) 7.6 8.7)
Profit before taxation BAIFE 155.0 121.2 33.8 27.9

In the first half of 2017, the SME lending segment recorded
profit before taxation of RMB155.0 million, representing an
increase of RMB33.8 million or 27.9% as compared with the
corresponding period of 2016. The growth was mainly attributable
to the decrease of impairment loss provided for in the first half of
2017 as a result of change in asset portfolio of the SME lending
business, which was offset by the decline in net interest and fee
income. Among which:
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Management Discussion and Analysis

During the first half of 2017, the SME lending segment recorded
net interest and fee income of RMB245.8 million, representing a
decrease of RMB13.1 million or 5.1% as compared with the net
interest and fee income of RMB258.9 million for the first half of
2016. The decrease in net interest and fee income was mainly
due to the lower average rate of return as a result of unreasonable
fund utilization in the transformation of the SME lending business.

In the first half of 2017, the average rate of return for the SME
lending business was 13.0%, representing a decrease of 2.2
percentage points as compared with the average rate of return
of 15.2% for the first half of 2016. Since 2016, the SME lending
segment underwent transformation from the traditional “single
customer retail” model to the “product wholesale” model, leading
to the decrease in business investment. To facilitate efficient fund
utilization and reduce idle fund, the Group progressively invested
in the platform finance business with a relatively lower yield. As at
30 June 2017, the loan balance of the platform finance business
was RMB1,768.7 million (31 December 2016: RMB1,036.4
million), accounting for 30.6% of the asset balance of the SME
lending business (31 December 2016: 19.2%). During the first
half of 2017, the SME lending business increased investment in
the consumer finance business which has a higher yield. Since
the investment was concentrated in the second quarter of 2017,
it made only small contribution to the net interest and fee income
for the first half of 2017.

The adjustment to the expansion model adopted by the SME
lending business reduced the overall credit risk of the customer
groups and significantly improved the asset quality. In the first
half of 2017, the segment recorded impairment loss of RMB12.0
million, representing a decrease of RMB38.9 million or 76.4% as
compared with the impartment loss of RMB50.9 million for the
corresponding period of 2016.
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Management Discussion and Analysis

BERENWED

The following table sets forth the asset quality indicators of the

TREINFAREMAEBEEXBDE

SME lending segment of the Group as at the dates indicated: WEEBEERZ:
30 June 2017 31 December 2016 Change
201746 30H 2016F12A31R E)

(Expressed in RMB million, unless otherwise stated) Amount % Amount % Amount  Percentage %
(BRRBFHN MAREBTELIIR) 2H 4% k3 % k3. 1%
Micro and small loans IMISEER 2,125.9 36.8 3,706.5 69.0 (1,580.6) (42.6)
Consumer finance loans HBLRER 1,880.4 32.6 632.3 11.8 1,248.1 197.4
Platform finance loans TARERER 1,768.7 30.6 1,036.4 19.2 7323 70.7
Subtotal of loan balance EXRGBE 5,775.0 100.0 5,375.2 100.0 399.8 7.4
Registered capital AMELRE 2,700.0 - 2,700.0 - - -
Gearing ratio’ BRLE 2.1 - 2.0 - 0.1 -
Balance of provision for EEAEERSE

impairment 226.9 - 283.8 - (56.9) (20.0)
Provision rate? BEx 3.9% - 5.3% - (1.4%) -
Provision coverage rate® BEEER 216.3% - 173.5% - 42.8% -
Balance of overdue loan BHEREKNE

business 391.0 - 339.2 - 51.8 16.3
Proportion of overdue loan BNEREREL

business* 6.8% - 6.3% - 0.5% -
Balance of impaired loan EHEERERHSE

business 104.9 - 163.6 - (68.7) (35.9)
Proportion of balance of CHEEREBRE

impaired loan business® fh Ees 1.8% - 3.0% - (1.2%) -

Notes: AR

(1)  Gearing ratio = loan balance/balance of registered capital

(2) Balance of provision for impairment divided by the balance of the

loan business.

(3)  Provision for impairment divided by the balance of impaired loan

business. Provision coverage rate represents our provision rate for

potential loss of the loan business portfolio.

(4)  The balance of overdue loan business divided by the balance of loan

business.

(5)  The balance of impaired loan business divided by the balance of loan

business.
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Management Discussion and Analysis

As at 30 June 2017, the loan balance of the SME lending
segment was RMB5,775.0 million, representing an increase of
RMB399.8 million or 7.4% as compared with the loan balance of
RMB5,375.2 million as at 31 December 2016. The increase of the
balance of the SME lending business was mainly attributable to
the drastic growth of the loan balances of consumer finance and
platform finance.

As at 30 June 2017, the sum of loan balances of consumer
finance and platform finance was RMB3,649.1 million,
representing an increase of RMB1,980.4 million or 118.7%
as compared with the sum of RMB1,668.7 million as at 31
December 2016. As a result, the proportion of the loan balance of
consumer finance and platform finance to the total loan balance
of the SME lending business increased from 31.0% as at 31
December 2016 to 63.2% as at 30 June 2017.

As at 30 June 2017, the impaired loan balance of the SME
lending business was RMB104.9 million and the provision rate
was 3.9%, representing a decrease of 1.4% as compared with the
provision rate of 5.3% as at 31 December 2016. The decline was
mainly attributable to the decrease in the impaired loan balance.
During the first half of 2017, the Group has written-off loan
balance in the sum of RMB76.0 million, of which it had made full
provision for impairment loss in prior periods.

Micro and small loans business

Micro and small loans business is a traditional segment under the
SME lending business. It mainly engaged in provision of credit
fund to microenterprises and individual business proprietors.
Since 2015, the micro and small loans business gradually
transformed from the traditional “single customer retail” model
to the “supply chain finance model for product wholesale”
model. It focused on the core enterprises in the industry chain
and partnered with them to provide integrated financial services
to microenterprises and individual business proprietors in the
industry chain through the “joint development and sharing” model.
Currently, the Group cooperates mainly with core enterprises in
the industry chain, logistics warehouse enterprises and trading
platforms. Through participating in and sharing information
on “products turnaround, capital flow and information flow” in
the industry chain comprising the “suppliers-core enterprises-
distributors-end stores”, it manages loan granting and controls
relevant risks.
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Management Discussion and Analysis

BERENWED

The micro and small loans business offers flexible credit facility
with the term generally ranging from six to 18 months. As at 30
June 2017, the balance of the micro and small loans business
was RMB2,125.9 million, representing a decrease of RMB1,580.6
million or 42.6% as compared with the balance of RMB3,706.5
million as at 31 December 2016. The decline was mainly
attributable to the fact that, while the Group gradually withdrew
from the traditional single retail model for the transformation of
the business model, it needed time to establish the supply chain
finance model. In view of this, the SME lending business reduced
idle funds by investing them in consumer finance and platform
finance. As at 30 June 2017, the micro and small loan business
had 4,086 customers (31 December 2016: 7,320 customers),
with an average balance of each loan amounted to RMB520,300
(31 December 2016: RMB506,400).

Consumer finance

Consumer finance products mainly include “Fangjie Loan” and
“Lexiang Jin”, of which:

e  Fangjie Loan:

Fangjie Loan is a secured small loan product. It is the loan
provided to a natural person who owns properties, where
the borrower pledges the property in favour of the Group
as primary collateral. The maximum principal of the loan
products is RMB3.0 million, with a term of up to 36 months
(a very small portion of loans subject to strict requirements
has a term of 60 months).
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Management Discussion and Analysis

Fangjie Loan requires the borrowers to pledge properties
under their ownership that are free from title defects. Once
the Group receives the loan application from customers,
it will engage third party valuers to conduct independent
verification on the property regarding its ownership,
existence of pledges and mortgage, other information on
liability, geographical location of the cities in which the
properties located, age, conditions of the properties, and
recent trading price in the market. Upon the preliminary
assessment, the Group calculates the actual maximum loans
available to the borrowers by discounting the assessed
market price at a rate of 70% and deducting the rigid liability.
After that, the Group determines the actual loan amount
based on the purpose of lending. The principal and interest
of the loan products are to be repaid in equal monthly
instalments.

“Prior notarization” and “post notarization” by a government
notary are required prior to the grant of each Fangjie Loan.
“Prior notarization” covers the ownership of the property,
existence of pledges, charges and mortgage, other
information on liability and leasing status. “Post notarization”
primarily states that the borrowers shall irrevocably authorize
the Group or its designated third-party to dispose of the
pledged or charged property and repay the loans first with
the proceeds when the principal and interest of the loan
products become overdue for over 30 days.

In the course of normal operation, the front office staff
is responsible for marketing and customer acquisition.
The Group has dedicated mid-and-back functions and
departments for property valuation, notarization, contract
execution, and charge and pledge procedures. The strict
division between the front office and mid-and-back office has
reduced the operational risk.
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BERENWED

In the first half of 2017, the Group invested an aggregate of
RMB818.6 million in Fangjie Loan products. As at 30 June 2017,
the balance of Fangjie Loan products was RMB794.2 million.
It had 1,470 customers with an average balance of each loan
amounted to RMB540,300. As at 30 June 2017, overdue Fangjie
Loan product amounted to RMB4.2 million, accounting for 0.5%
of the balance of Fangjie Loan products.

For Fangjie Loan products, the Group classifies loans of which
the principal and interest become overdue for more than 30 days
as “impaired” loans. As at 30 June 2017, the balance of impaired
loans of Fangjie Loan products was RMB3.6 million, accounting
for 0.5% of the balance of Fangjie Loan products.

e [exiang Jin

Lexiang Jin is an unsecured micro loan product. Its target
customers are official employees of national administrative
organizations or units, public schools or hospitals and listed
companies, and individuals who have housing mortgage,
social security, retirement fund and fixed salary paid to
banking cards. The principal of the loan products generally
ranges between RMB10,000 and RMB200,000 (a very
small portion of loans subject to strict requirements is in
the amount of RMB500,000), and has a term of one to 36
months. The principal and interest of the loan products are to
be repaid in equal monthly instalments.

In the course of normal operation, the front office staff of
the Group are responsible for marketing and customer
acquisition. The Group has dedicated mid-and-back
functions and departments for assessment and verification
of applicants’ information, as well as determination of loan
facility. The strict division between the front office and mid-
and-back office has reduced the operational risk.
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Management Discussion and Analysis

In the first half of 2017, the Group invested an aggregate
of RMB670.8 million in Lexiang Jin products. As at 30 June
2017, the balance of Lexiang Jin products was RMB985.7
million. It had 23,140 customers with an average balance of
each loan amounting to RMB42,600. As at 30 June 2017,
overdue Lexiang Jin products amounted to RMB59.3 million,
accounting for 6.0% of the balance of Lexiang Jin products.

For Lexiang Jin products, the Group classifies loans of which
the principal and interest become overdue for more than 30
days as “impaired” loans. As at 30 June 2017, the balance of
impaired loans of Lexiang Jin products was RMB30.9 million,
accounting for 3.1% of the balance of Lexiang Jin products.

Platform finance

Platform finance primarily comprises financial technology platform
and industrial platform, of which:

e  Financial technology platform

The Group mainly cooperates with financial technology
platforms for this type of products. In particular, the
financial technology platforms are responsible for marketing,
provision of operating history and consumption records of
the applicants, and assisting in risk control, while the Group
provides funds and channels for lending.

The Group selects financial technology platform partners
based on the following main criteria: 1) job history and
education background of the founder and the key team
members; 2) information of shareholders and shareholding
structure of the platform; 3) current operation of the platform,
such as the business model, target customer groups and
its position in the industry; 4) operational efficiency. With
reference to the above information, the Group makes
independent judgment and grants individual facility for
cooperation.
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With regard to the information of loan applicants referred
by financial technology platforms, the Group conducts
independent risk assessment and review based on the
records from independent third party credit information
platforms and credit investigation, and makes independent
decision to accept/decline the applications. In the meantime,
the Group requires the financial technology platforms or their
associates to provide guarantee and equity repurchase for
the loan facility recommended by them, so as to ensure the
repayment of principal and interest of the loan.

Customers of loan products mainly comprise natural
persons. The principal of the loan products generally ranges
between RMB500 and RMB100,000, with a term of up to
24 months. During the first half of 2017, total investment
in financial technology platform products amounted to
RMB1,741.3 million. Based on the Group’s statistics on
individual loans, the average balance of each loan amounted
to RMB4,600, of which individual loans with a balance below
RMBS3,000 (inclusive) accounted for 74.5%, those with a
balance between RMB3,000 and RMB10,000 (inclusive)
accounted for 14.3% and those with a balance above
RMB10,000 accounted for 11.2%.

As at 30 June 2017, the balance of financial technology
platform products was RMB1,341.2 million. It had 363,500
customers with an average loan balance of RMB3,700. As
at 30 June 2017, overdue balance of financial technology
platform products amounted to RMBO0.2 million, accounting
for 0.01% of the balance of financial technology platform
products.
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Management Discussion and Analysis

For financial technology platform products, the Group classifies
loans of which the principal and interest become overdue for
more than 30 days as “impaired” loans. As at 30 June 2017,
the balance of impaired loans of financial technology platform
products was RMBO.1 million, accounting for 0.01% of the
balance of financial technology platform products.

In regard to financial technology platform products, the Group
will closely monitor changes in governing policy and market
conditions and make appropriate adjustments.

e  /ndustrial platform

For these products, the Group mainly cooperates with data
collection and deal matching platforms in each segment.
In particular, the industrial platforms are responsible for
providing the communication channels to borrowers,
provision of operating history and consumption records of
the applicants, and assisting in risk control, while the Group
provides funds and channels for lending.

The Group selects industrial platform partners based on the
following main criteria: 1) work experience and education
background of the founder and the key team members; 2)
information of shareholders and shareholding structure of
the platform; 3) current operation of the platform, such as
the business model, target customer groups, its position in
the industry, number of customers of the platform, trading
size and level of trading activities; 4) operational efficiency.
With reference to the above information, the Group makes
independent judgment and grants individual facility for
cooperation.
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The industrial platforms are only responsible for
recommending the products or services of the Group to
customers with financing needs. Prospective and potential
customers are mainly registered users of the websites and
the Group targets micro and small enterprises who make
direct application for loans. The principal of the loan products
generally ranges between RMB500 and RMB500,000, with a
term of up to 12 months. The Group independently reviews
the industry and commerce registration, financial statements,
tax record, and purpose of loan submitted by customers.
Meanwhile, it performs a separate review based on the
records from independent third party credit information
platforms and credit investigation, and historical procurement
and sales of products as provided by the industrial
platform to make independent decision to accept/decline
the applications. In the meantime, the Group requires the
industrial platforms or their associates to provide guarantee
and equity repurchase for the loan facility recommended by
them, so as to ensure the repayment of principal and interest
of the loan.

In the first half of 2017, total investment in industrial platform
products amounted to RMB461.0 million. Based on the
Group’s statistics on individual loans, the average balance of
each loan amounted to RMBO0.2 million, of which individual
loans with a balance below RMBO0.1 million (inclusive)
accounted for 29.1%, those with a balance between
RMBO0.1 million and RMBO0.2 million (inclusive) accounted
for 36.2%, those with a balance between RMB200,000 and
RMB300,000 (inclusive) accounted for 20.8% and those with
a balance above RMBO0.3 million accounted for 13.9%.

As at 30 June 2017, the balance of industrial platform
products was RMB427.6 million. It had 2,333 customers
with an average loan balance of RMB183,300. As at 30
June 2017, overdue balance of industrial platform products
amounted to RMB4.0 million, accounting for 1.0% of the
balance of industrial platform products.
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Management Discussion and Analysis

For industrial platform products, the Group classifies loans
of which the principal and interest become overdue for more
than 30 days as “impaired” loans. As at 30 June 2017, the
balance of impaired loans of industrial platform products
was RMBO0.6 million, accounting for 0.1% of the balance of
industrial platform products.

CAPITAL INVESTMENT AND MANAGEMENT
SEGMENT

In early 2015, the Group started to engage in capital investment
and management business. In terms of fund raising, the Group
worked together with external organizations that aim to serve
SMEs to raise capital by way of funds, with a special focus
on industrial funds established by all levels of government
authorities and listed companies. As at 30 June 2017, the Group
successfully established seven funds with external investors,
raising gross proceeds of RMB856.5 million.

In terms of the use of proceeds, we provide small capital
investment services to leading SMEs in their respective industries
with stable operating and management teams and positive
growth prospect in the existing clientele. As at 30 June 2017, it
has applied RMB300.1 million in equity investment for long term
returns from capital appreciation, and RMB280.0 million in debt
investment for stable return with the aim of effectively utilizing idle
funds to enhance capital earning.

During the first half of 2017, the income from the capital
investment and management segment was RMB5.3 million,
which was mainly attributable to the interest income from debt
investment. Since its debt investment concentrated in the second
quarter of 2017, income interest thereof was relatively low. In
addition, the Group recorded profit of RMB11.1 million due to the
dividends from investees and partial disposal of equity interest in
investees.
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Management Discussion and Analysis

BERENWED

In the meantime, the Group made provisions for asset impairment
of such debts under relevant requirements of the partnership
finance business cluster in connection with risk management
of the capital business. During the first half of 2017, it made
provisions for asset impairment of RMB6.2 million in aggregate.
As to equity investment of the Group in various small and medium
enterprises, the investees maintained sound operation and
showed no sign of impairment.

OTHER SEGMENT

Other segment mainly refers to information of the headquarters
and other segments that are not desirable to be directly classified
into the other three segments.

Since 2016, the Group has strived for “integration of functions
and efficiency enhancement”. It has continuously strengthened
the integration of functions, especially the mid-and-back office,
for higher operating efficiency and lower operating cost. In
the course of implementation, all business segments and their
branches focused on customer exploration and risk management,
while the headquarters focusing on the establishment of a unified
service system covering human resources, financial management,
fund raising and utilization, administrative service, and
construction of the information system, which provided services
to business segments and their branches with specific purposes.

In the first half of 2017, total net interest and handling fee
expenses from other segment was RMB71.2 million, similar to
the net interest and handling fee expenses for the first half of
2016. This was mainly attributable to the interest expenses of the
corporate bonds of RMB2,400.0 million issued externally by the
Group.

In the first half of 2017, total operating expenses from other
segment was RMB116.0 million, representing an increase of
RMB2.3 million or 2.0% from the total operating expenses
of RMB113.7 million for the first half of 2016. The operating
expenses mainly came from share-based payment of RMB21.3
million, human resources cost of RMB40.8 million and other
operating expenses of RMB53.9 million, of which, human
resources cost mainly comprised the remuneration of senior
management at the level of the parent company of Hanhua
Financial, remuneration of the centralized operating and
management team and the construction cost of the information
system.
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Management Discussion and Analysis

Information of material associates

In 2016, the Group established Fumin Bank with six institutions
in the PRC. The Company injected RMB900.0 million into Fumin
Bank for an equity share of 30% of its registered capital. Upon
completion of the capital contribution, the Company became the
largest shareholder of Fumin Bank. In August 2016, Fumin Bank
commenced operation. As at 30 June 2017, Fumin Bank had
a total asset of approximately RMB15,289.1 million and a total
liability of RMB12,250.3 million, of which the balance of deposits
from customers amounted to RMB2,168.9 million. In the first half
of 2017, Fumin Bank recorded net profit of RMB36.4 million.

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

Capital structure

As at 30 June 2017, 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 2017 and 31 December 2016, 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 56.8%
and 36.8% respectively.

In the first half of 2017, given the rapid growth of the receivables
for factoring business, our cash and cash equivalents of the
Group base decreased by RMB917.8 million or 26.1% from
RMB3,512.0 million as at 31 December 2016 to RMB2,594.2
million as at 30 June 2017. Meanwhile, the borrowings increased
by RMB420.9 million or 7.0% from RMB6,029.5 million as at
31 December 2016 to RMB6,450.4 million as at 30 June 2017.
The combined effect of the above factors led to the increase in
gearing ratio.
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Management Discussion and Analysis

BN WED T

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 2017, our cash and cash equivalents amounted to
RMB2,594.2 million. During the six months period ended 30 June
2017, the Group did not use any financial instruments for hedging
purpose.

Indebtedness

Our debt of the Group base increased due to business expansion.
As at 30 June 2017, the total outstanding borrowings amounted
to RMB6,450.4 million, among which the borrowings with fixed
interest rate ranging between 2.09% and 8.5% amounted to
RMB6,334.2 million and had a term from 13 July 2017 to 31
December 2020. As at 30 June 2017, the Company repaid the
principal and interest of its borrowings on time.

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 our maximum exposure to credit losses. As at 30
June 2017, our outstanding guarantees totalled RMB32,798.4
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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Management Discussion and Analysis

Major investment

In April 2017, the Group, as the promoter, jointly established
Fu'an Asset with 3 PRC companies. Fu’an Asset has a registered
capital of RMB1,000.0 million, of which the Group contributed
RMB550.0 million and held 55.0% equity interest of Fu’an Asset.
Please refer to the announcement of the Company dated 19 April
2017 for details. As at 30 June 2017, all shareholders of Fu’an
Asset had made contribution in cash in accordance with the
relevant requirements under the investors’ agreement. On 4 July
2017, Fu'an Asset obtained the approval of operation from the
regulators.

On 1 December 2016, the Group, as the lead promoter, entered
into a joint venture contract (the “Joint Venture Contract”)
with one onshore company and two offshore companies (the
“Investors”) in relation to the establishment of BZEZE S AR & T
‘A A (Hanhua Kingsway Securities Co., Ltd*) (the “JV Securities
Company”). On 20 January 2017, the Company and the Investors
entered into a supplemental agreement to the Joint Venture
Contract to incorporate certain provisions in the proposed articles
of association of the JV Securities Company to the Joint Venture
Contract and to enhance the original parts of the provisions.
For details, please refer to the announcements of the Company
dated 1 December 2016, 6 December 2016 and 20 January 2017

respectively.
Major acquisition and disposal

The Group had no major acquisition and disposal for the six
months period ended 30 June 2017.

Pledge of assets
The Group’s buildings with a carrying value of RMB187.5

million as at 30 June 2017, are pledged as collateral under loan
agreements with commercial banks.
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BN WED T

Contingent liabilities

Except for the off-balance sheet arrangements disclosed on page
54, the Group had no other significant contingent liabilities as at
30 June 2017.

INTERIM DIVIDEND

The Company will not declare an interim dividend for the six
months ended 30 June 2017.

HUMAN RESOURCES

As at 30 June 2017, the total number of employees of the
Group was 1,753 (not including advisers, interns and joint-
stock corporations’ employees), among which, undergraduate
level and above was 1,314, accounting for 75.0%; post-
secondary education and below was 439, accounting for 25.0%.
The Company will continue to select, cultivate and incentivise
its employees according to the paragraph headed “Overall
management work of human resources” set out in the 2016
annual report of the Company.
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DIRECTORS’, CHIEF EXECUTIVES’ AND
SUPERVISORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2017, the interests or short positions of the
directors (“Directors”), the chief executives of the Company
and supervisors of the Company (the “Supervisors”) in the
shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFQ”)) which
were required, (a) to be notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they are taken or deemed to have under
such provisions of the SFO); or
required to be kept under section 352 of the SFO; or (c) to be
notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed

(b) to be recorded in the register

Issuers (the “Model Code”) contained in Appendix 10 to 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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EE RETHRAEBRESERAKRG
REERG 2EER AR

M2017F6A30R ARREZE([E
2] ARAERITRABRAAGES
(TEEFE ) RAR RS E MR EE (8
%E 55 REE KRG ([FHRBEEG])
EXVED) 2B AR D R EREE R
ﬁ¢4)ﬁﬁ?-ﬁ&mﬂﬂ%%%XV$%7&8
DBBNMANRREERERIMBRA
Al ETSNAR (BREESEREEZESRE
\Mmzaﬁhxw*WWWﬁﬁ%ﬁz
BERKR) O BLABRBEES R
%m%%%wézéﬁﬁWZ%ﬁ&m
B ROBEBEHRES EMRA([LEH
BMAN D KIS+ ArE LT AER#TE
HRXPHEESTA ([ZESFA]) BRAAK
REIRB R T2 eSS AR & T -

(i) REQXTHESR

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 BEERAEE HEBRAENL ERAEY
L By R &R Bt (i) BREAL(%)Y ZBHE %)
Tu Jianhua™ Director Domestic Share Interests of controlled 1,497,458,628
REE - NER corporation/others (Long position)
REzEER /A (&) 43,66 32.55
Wang Fangfei® Director Domestic Share  Interests of controlled 231,632,653
IFEe B NER corporation (Long position)
RErEER (F2) 6.75 5.03
Zhang Guoxiang®® Director Domestic Share  Beneficial owner/ 298,038,709
REFOW EE NE K Interests of controlled  (Long position)
corporation (178)
BRBEAAN/ZH
#En 8.69 6.48
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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 FERGEE HEBERGERNZ EREEY
RRE®B B R &5 BHEME (i) BRABEIH(%)Y ZBHE D (%)
H Shares Beneficial owner 585,971
HA% ERBEBA (Long position)
(478) 0.05 0.01
Wang Dayong'¥ Director Domestic Share Beneficial owner 2,058,742
IREY = RER ERBEEA (Long position)
(4r8) 0.06 0.04
H Share Beneficial owner 360,443
HE: EnEAA (Long position)
(&) 0.03 0.01
Cui Weilan® Director Domestic Share Beneficial owner 2,058,742
EREY i NE R EREEA (Long position)
(478) 0.06 0.04
H Share Beneficial owner 648,005
H& EREBA (Long position)
(4r8) 0.06 0.01
Liu Jiaoyang Director Domestic Share Beneficial owner 441,159
2%5 S NER EREBA (Long position)
(&) 0.01 0.01
Liu Bolin® Director Domestic Share Interests of controlled 120,000,000
2IERo EZ NER corporation (Long position)
LB ER (18) 3.50 2.61
Li Ruping Supervisor  Domestic Share Beneficial owner 2,205,795
Em¥ B RE R ERBEEA (Long position)
(4r8) 0.06 0.05
Chen Zhonghua Supervisor ~ Domestic Share Beneficial owner 441,159
Bz gx R EnEAA (Long position)
(&) 0.01 0.01
Qin Yong Supervisor  Domestic Share Beneficial owner 588,212
7B B NE R EREEA (Long position)
(478) 0.02 0.01

Hanhua Financial Holding Co., Ltd.
BESEROBRAA



Notes:

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

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

Mr. Zhang Guoxiang directly holds approximately 66.4% of
the equity interest of Huitai, which directly holds 295,269,848
Domestic Shares of the Company. 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 of the Company.

Mr. Zhang Guoxiang, Mr. Wang Dayong and Mr. Cui Weilan
acquired the H Shares of the Company through share incentive
scheme.

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

As at 30 June 2017, the issued Domestic Shares and the
H Shares of the Company were 3,430,000,000 shares and
1,170,000,000 shares, respectively.

As at 30 June 2017, there were 4,600,000,000 Shares of the
Company in issue.
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¥ 8 AN A 7] #9295,269,848 % N & A%
B8 SRR

THRRELXTEERAERNER
EEBRAR(TEENE])BS55%
BE - MEENENEESEAA
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120,000,000% A & % © A 1t - ZIE TR
WRERDTNAEEEER AR
& #9120,000,0000% A & fi% 7 % A 4
MR2017966 A30H AR AT %
TR & I%3,430,000,0000% K H %
1,170,000,0008%
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Save as disclosed above, as at 30 June 2017, 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.

(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.

Hanhua Financial Holding Co., Ltd.
BESEROFERAA

B EXEEEIN B E2017F6 308 1k
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HE

SUBSTANTIAL SHAREHOLDERS’ INTERESTS FERRARRORMEERG 2 #xS
AND SHORT POSITIONS IN SHARES AND 5875

UNDERLYING SHARES

As at 30 June 2017, the persons (not being a Director, chief R20179F6 A308 » RARR Z D8R
executive of the Company or Supervisor) or corporations who iR EB IRIBEE S R E GO EXVELE
have interests or short positions in the shares or underlying 2R3 BRI AN A7) K B 22 B 4 B8 2 M 2
shares of the Company which are required to be notified to the gORE - MR AR FEH KB EKHI5E336
Company and the Stock Exchange under Divisions 2 and 3 of BEBGFZELRMAZERZIAR B
Part XV of the SFO and recorded in the register required to be B RS EERERM A R AR TR
kept under section 336 of the SFO and who were directly and/or BRATERRGIRRANGSIRE 2 EMER
indirectly deemed to be interested in 5% or more of the nominal ARz EEF %ﬁﬁS%iMJ:Z% mZ AL

value of any class of share capital carrying rights to vote in all (YIARRBEF HFRTHRABXES)
circumstances at general meetings of the Company are listed as EWNCIETIE S N
follows:
Approximate Approximate
No. of percentage in percentage in
shares held relevant class of total share
Name of (share) share (%)* capital (%)
Shareholder Class of share  Nature of interests BEERGEE EEBRRAER EREBY
REEH I 43 85 ERME (&) ZBABAL%)Y  ZBBEIHL%)C
Loncin Holdlngs‘”@ Domestic Share  Beneficial owner/others 1,497,458,628
BEEROE RER EXBAAN/E (Long position)
(F#) 43.66 32.55
Loncin Group®® Domestic Share  Interests of controlled 1,497,458,628
EEsE0 NER corporatlon/others (Long position)
BEEER /B (&) 43.66 32.55
Huitai Domestic Share Beneficial owner 295,269,848
2% NER ERfEBA (Long position)
(#8) 8.61 6.42
Chongging Jiulong Domestic Share Beneficial owner 231,532,653
EENE NER ERBEEA (Long position)
(F#) 6.75 5.03
Wang Mingyue Domestic Share  Beneficial owner 269,824,593
IHA NER EREBA (Long position)
(F2) 7.87 5.87
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Notes:

1. Loncin Holdings directly holds 1,202,188,780 Domestic Shares of
the Company. 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 of
the Company. 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 2017, 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 2017, 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 2017.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2017, there was no
purchase, sale or redemption of any listed securities of the
Company by the Company or any of its subsidiaries.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA
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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 2017 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 2017, the Company has complied with the Code Provisions.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as the code of
practice for carrying out securities transactions by the Directors
and Supervisors. After specific enquiry with all the Directors and
Supervisors, they have confirmed full compliance with the relevant
standards stipulated in the Model Code during the six months
ended 30 June 2017.

CHANGES OF INFORMATION OF DIRECTORS
AND SUPERVISORS

On 18 February 2017, Mr. Qian Shizheng, an independent non-
executive Director, was appointed as an independent director of
Spring Airlines Co., Ltd., a company listed on the Shanghai Stock
Exchange (“SSE”) (Stock Code: 601021). On 28 February 2017,
Mr. Qian Shizheng retired as an independent director of Shanghai
Chengtou Holding Co., Ltd., a company listed on the SSE (Stock
Code: 600649).

On 17 May 2017, Mr. Ng Leung Sing, an independent non-
executive Director, retired as an independent non-executive
director of MTR Corporation Limited, the shares of which are
listed on the Main Board of the Stock Exchange (Stock Code:
00066).

Mr. Tu Jianhua, a non-executive Director, retired as chairman of
the board of Chiho Environmental Group Limited (formally known
as Chiho-Tiande Group Limited, a company listed on the Main
Board of the Stock Exchange, Stock Code: 00976) on 17 July
2017.

Save as disclosed above, as at the date of this report, 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.

Hanhua Financial Holding Co., Ltd.
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INTEREST OF DIRECTORS IN A COMPETING
BUSINESS

None of the Directors, the controlling shareholders of the
Company and their respective close 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 2017.

SUBSEQUENT EVENT

On 12 July 2017, the Group disposed of its 80% equity interest
in Beijing Hanhua Information Service Co., Ltd. to Shandong
Financial Assets Exchange Co., Ltd. at a transaction price of
RMB8.5 million. Upon the completion of the transaction, the
Group held 20% equity interest of Beijing Hanhua Information
Service Co., Ltd. The above transaction was completed on 15
August 2017.

Except as disclosed in this report, no other significant event took
place subsequent to 30 June 2017 up to the date of this report.
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Independent Review Report

BYERA®RS

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 68
to 140 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 2017
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 EHEE

We conducted our review in accordance with Hong Kong KMEREESSHMASEMTNEEE
Standard on Review Engagements 2410, Review of interim B L ERIZE24109% HEE HVEE
financial information performed by the independent auditor of ATER AR ETER P I
the entity, issued by the Hong Kong Institute of Certified Public REEHNIIFRERNETESRY B e E
Accountants. A review of the interim financial report consists of HABEHARE  WEEDTNEmER
making enquiries, primarily of persons responsible for financial B AREBEHNFHEEERRILZE SZEE
and accounting matters, and applying analytical and other review AETEZNEE R/ TATRRER
procedures. A review is substantially less in scope than an audit M rEdEERP e RERiNMmE
conducted in accordance with Hong Kong Standards on Auditing ERAFH A BMITSBEREZER -
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 ®wm
Based on our review, nothing has come to our attention that BERMOEEIE BMALLBEFES

causes Us to believe that the interim financial report as at 30 June AR EIE - FHRMAEER2017F6 308 H
2017 is not prepared, in all material respects, in accordance with RHBEERENMBEERTEREERRE

Hong Kong Accounting Standard 34, Interim financial reporting. B EREIAT AR BEHRENRE
el

Certified Public Accountants BEHEEEAD

8th Floor, Prince’s Building BAFIR

10 Chater Road T B105%

Central, Hong Kong KFRESH

28 August 2017 20178 A28%

Interim Report 2017
—e—tEhmgs O/



68

Consolidated Statement of Profit or Loss — unaudited
REEBZNEHERR

For the six months ended 30 June 2017 o & £2017F6A30H 1-61E A
(Expressed in Renminbi (‘RMB”)) (A AR ([ AR ) 5IIR)

Six months ended 30 June

B Z6A30A 618 A
2017 2016
20174 20164
Note RMB’000 RMB’000
k23 AR FT AR FoT
Guarantee and consulting BREZAEBRA
fee income 262,292 439,121
Re-guarantee expenses BERER (795) (607)
Net guarantee and consulting EREEREFHRA
_feeincome 261,497 438,514
Interest and handling fee income FERFEBIRA 609,292 493,373
Interest and commission expenses F B R FEE S H 4(a) (233,083) (141,044)
Net interest and handling FERFEBFRA
_feeincome o * 376,200 . 352,329
Net fee and interest income FFEERFEWA 3 637,706 790,843
Other income RN 8,179 7,354
Investment income =B W= 10,601 -
Reversal/(provisions) for e (FHE) EREE
guarantee losses EHES 13,234 (2,402)
Impairment losses BEREEKX 3 (102,491) (186,598)
Operating expenses EES W 4(b) (879,979) (391,751)
Net foreign exchange loss b 5 F B 18 (321) (237)
Share of profits of associate HEE D EERA
RE W 9,838 97
Share of losses of joint venture HEBDEERM
wEBK (2,659) )
Profit before taxation AT F A 4 194,108 217,304
Income tax Frig®i 5 (49,669) (75,840)
Profit for the period HA 9 A 144,439 141,464
Attributable to: BER:
Shareholders of the Company ZiNNE 3 129,493 135,408
Non-controlling interests FE 28 1 1 2= 14,946 6,056
Profit for the period B 144,439 141,464
Earnings per share gRWK &
Basic and diluted (RMB) ERRWE (28
By B ARET) 7 0.03 0.03

The notes on pages 76 to 140 form part of this interim financial

report.

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

RIBEX

For the six months ended 30 June 2017 ¢ # £201746 A30H 1-61E A

NEftiEs Rk EMiRSRER

(Expressed in RMB) (JAAR¥FI/R)

Six months ended 30 June

B Z6H30H k6@ A
2017 2016
20174 20164
Note RMB’000 RMB’000
HiaF AREFT AR #ETFr
Profit for the period MarE ] 144430 141,464
Other comprehensive income HRAHMEE KR
for the period (after tax and (BB RIEEEH 98
reclassification adjustments): FAEE)
ltems that may be reclassified ARERHE R
subsequently to profit or loss: BmmIEE:
Available-for-sale financial assets: Al {ft H &4 @ & &
net movement in the fair value N BEEEFE
reserve 6(a) (19,252) 3,721
Exchange differences on BMEFINGTE QA
translation of financial RGeS EgeD)
statements of overseas EH =%
subsidiaries 338 (3,760)
Total comprehensive income HREEREAE
for the period 125,525 141,425
Attributable to: BER:
Shareholders of the Company RARIRRE 110,579 135,369
Non-controlling interests FEAE I 1 25 14,946 6,056
Total comprehensive income HRGEREE
for the period 125,525 141,425

The notes on pages 76 to 140 form part of this interim financial F76E E1408 FTE M sE B A A P HR BF 75

report.
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Consolidated Statement of Financial Position — unaudited

AEFEZNS U BARRE

At 30 June 2017 o #201746 H30H
(Expressed in RMB) (JAAR¥5I7R)

At 30 June At 31 December
A6H30H ®12A318
2017 2016
20175 20164
Note RMB’000 RMB’000
i aF AR FTT ARBEFT
Assets EE
Cash and cash equivalents HEEE 8 2,594,153 3,512,005
Restricted bank deposits FRERRES 994,814 1,051,941
Trade and other receivables JE Uk % E b B W R TE 9 1,934,158 1,551,514
Receivables for factoring business & 4R I8 kI8 10 1,505,512 594,604
Loans and advances to customers W E X R B X 11 8,146,752 7,625,407
Available-for-sale financial assets AfHESHEE 12 449,838 333,521
Finance lease receivables el R E HER 13 311,092 279,244
Repossessed assets HEEE 267,409 248,480
Property, plant and equipment R e 14 414,680 434,483
Intangible assets BEEE 17,752 6,234
Interest in associates REIKERE
—MrE 1,027,601 985,462
Interest in joint ventures RHEREIRE
—5EhE 7,331 19,995
Goodwill EES 11,190 11,190
Deferred tax assets RIEFTIS A E 15 443,487 428,669
Total assets EES 18,125,769 17,082,749
Liabilities a&
Interest-bearing borrowings sHEE® 16 1,521,045 1,205,905
Financial assets sold under ErOEcmEE
repurchase agreement 17 613,465 1,168,306
Deferred income RIEFEEES 645,133 639,374
Provisions for guarantee losses BEREEEGS 337,362 350,596
Customer pledged deposits FARESR 18 41,561 17,191
Accruals and other payables FEET R E fth JE A 5RIB 19 2,643,602 2,381,352
Current tax liabilities EHMEHAE 169,962 185,637
Debts securities issued R ESH 20 4,315,870 3,655,265
Total liabilities EEE 10,288,000 9,603,626
NET ASSETS REE 7,837,769 7,479,123

Hanhua Financial Holding Co., Ltd.
BESEROBRAA



Consolidated Statement of Financial Position - unaudited (Continued)
AEERNEHHBARRT (B)

At 30 June 2017 ¢ 1201746 A30H
(Expressed in RMB) (JAAREEFI7R)

At 30 June At 31 December
A6H30H ®12A318
2017 2016
20175 20164
Note RMB’000 RMB’000
BiaF AR T ANR#For

CAPITAL AND RESERVES EXARFEE 20
Share capital fi% < 4,600,000 4,600,000
Reserves 1 2,187,731 2,240,881

Total equity attributable to EARRREGRAELRE

shareholders of the Company 6,787,731 6,840,881
Non-controlling interests IE 42 Hl M R =R 23 1,050,038 638,242
TOTAL EQUITY EREE 7,837,769 7,479,123

Approved and authorised for issue by the board of directors on 28
August 2017.

LEBGHERE#ER2017F8H28H -

Name: Zhang Guoxiang Name: Ren Weidong
Position: Chairman of the Board Position: Chief Financial Officer
REIF EHRR

BEFEETLE BEMBE

The notes on pages 76 to 140 form part of this interim financial
report.

(Company stamp)
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Consolidated Statement of Changes in Equity — unaudited

ARBEENESHRREZEB R

For the six months ended 30 June 2017 o #, =201746 A30H 1-61E A
(Expressed in RMB) (JAAR¥5I7R)

Attributable to equity shareholders of the Company

RARRER A AR
Non-
Share Share Capital Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve earnings Subtotal interests equity
MERR —RER R Rz
A B EE RN REEE RBATE Eh RHEAE it % At
RMB000 RMB'000 RMB 000 AMB 000 RMB 000 RMB 000 RMB000 RMB 000 RMB 000 RMB 000
AEBTFT  AEBTFT AREFT AREFT AREFI AREFT AREFT  AREFT  AEEFT AREFI
Note 22/b)  Note 22(c))  Note 22(c)fi) ~ Note 22(c)fy) ~ Note 22(c)fii) ~ Note 22(c)liv) Note 23
Hiooe) Mol HE2en  MEzew  HE200  KE220m 23
Balance at 1 January 2016 #201651 A1AMEE 4,600,000 1,271,109 346,590 - 53,303 277,293 238,051 6,786,346 659,111 7,445,457
Changes in equity for the H22016F6A30A L
six months ended 6EANERED
30 June 2016:
Profit for the period BRFE - - - - - - 135,408 135,408 6,056 141,464
Other comprehensive income ~ Eftér A M - - 3721 (3,760) - - - (39) - (39)
Total comprehensive income AR - - 3,721 (3,760) - - 135,408 135,369 6,056 141,425
Equity-settled share-based INEREENRD A
payment (Note 21) (Hi#21) - - 30,782 - - - - 30,732 - 30,732
Appropriation to surplus reserve  ERUEB AT - - - - 29,481 - (29,481) - - -
Cash dividends paid to the equity BIARFRE T 2
shareholders of the Company Reks - - - - - - (230,000) (230,000) - (230,000
Cash dividends paid to non- AR ERE A2
controling interests ReRE - - - - - - - - (49,004) (49,094
Balance at 30 June 2016 2016567308 e E 4,600,000 1,271,109 381,043 (3,760) 82,784 277,293 113978 6,722,447 616,073 7,338,520

The notes on pages 76 to 140 form part of this interim financial E76E Z1408 P & MY 1 H B AS B B 75

report.

Hanhua Financial Holding Co., Ltd.
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Consolidated Statement of Changes in Equity — unaudited (Continued)
AEEBRNEOHRREREER (F)

For the six months ended 30 June 2017 « &, 201746 A30H 1618 A
(Expressed in RMB) (JAAREEFI7R)

Attributable to equity shareholders of the Company

ARARERE AR
Non-
Share Share Capital Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve earnings Subtotal interests equity
SRR —RER EEME REER
RE REE  AARE HEEE EBLE BE RARHE it 33 ait

AMB000 AMB000 AMB'000 AMB'000 AMB000 RMB'000 AMB'000 AMB000 RMB000 RMB000
NEETT ARETL ANRETT ARETZ AEHTT  ARETT ARETT  AEETT ARRTT  ARETR

Note 22n) - Note 22(c)f)  Note 22(c)fi) ~ Note 22(c)fy)  Note 22(c)fii) ~ Note 22(c)fiy) Note 23
Wioo)  ME220)) W) WE22))  HEoei W) VIEZ]
Balance at 30 June and 1201656 A30A 7
1 July 2016 TA1RNBE 4,600,000 1,271,109 381,043 (3,760) 82,784 277,293 113,978 6,722,447 616,073 7,338,520
Changes in equity for HZ22016512831ALL
the six months ended 6ERNERZH
31 December 2016:
Profit for the perod ghilE - - - - - - 108302 106,302 BT 142,028
Other comprehensive income EselE - - (14,088) 732 - - - (13,356) - (13,356)
Total comprenensive income FANEAH - - (14,088) 732 - - 106,302 92,946 35,721 128,667
Equity-settled share-based NEREENRAZN
payment (Nofe 27) (K1) - - 25,673 - - - - 25,673 - 25,673
Purchase equity interest from BRI E R AR E
non-controlling interests - (185) - - - - - (185) (13,552) (13,787)
Appropriation to general reserve R —RERER - - - - - 12,679 (12,679) - - -
Balance at 31 December 2016 2016%12/310 &% 4,600,000 1,270,924 392,628 (3,028) 82,784 289,972 207,601 6,840,881 638,242 7,479,123

The notes on pages 76 to 140 form part of this interim financial ET76E 21408 P& M 1 1 A AN o 2R B 75
report. WEM—E -
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Consolidated Statement of Changes in Equity — unaudited (Continued)
AEERNEHRREREBR (&)

For the six months ended 30 June 2017 o #, =201746 A30H 1-61E A
(Expressed in RMB) (JAAR¥5I7R)

Attributable to equity shareholders of the Company

RAARERE AL
Non-
Share Share Capital  Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve earnings Subtotal interests equity
PR -RER FEHM BRRER
& RiEE ERDE WEER  BBLR EE ROERAE Nt 35 &it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000 RMB’000 RMB000 RMB’000 RMB’000 RMB’000
ABBTFT ARETL AEEFT ARETL ARETT AREFT ARETZ AREFT AREFZ AREFZ
Note 22) - Note 22(c)f)  Note 22(c)fi) ~ Note 22(c)fy)  Note 22(c)fii) ~ Note 22(c)fiy) Note 23
Hatoon) ool ME2200)  HE22)  AE22e)  Kizh) Wiz
Balance at 1 January 2017 W017TE1A1BBE 4,600,000 1,270,924 392,628 (3,028) 82,784 289,972 207,601 6,840,881 638,242 7,479,123
Changes in equity for the HZ2017F6530R L
six months ended 6 A HENEER S
30 June 2017:
Profit for the period BAFE - - - - - - 129,493 120,403 14,946 144,439
Other comprehensive income EfpisalE - - (19,252) 338 - - - (18,914) - (18,914)
Total comprehensive income GAMREA - - (19,252 338 - - 129,493 110,579 14,946 125,525
Capital njection in subsidiaries  JEFEHI 2%
from non-controlling interests AFAREE - - - - - - - - 450,000 450,000
Equity-settled share-based NEREENRAZE
payment (Nots 21) (K21 - - 21,321 - - - - 21,321 - 21,321
Purchase equity interest from BB ER N RE
non-controlling interests - (1,050) - - - - - (1,050) (15,000) (16,050)
Appropriation to surplus reserve R AH A - - - - 21,783 - (27,783) - - -
Cash dividends declared to BEEHRARARR
pay to the equity shareholders T ZBERE
of the Company - - - - - - (184,000) (184,000 - (184,000
Cash dividends paid to RIEEHIMEE S 2
non-controlling interests Befs - - - - - - - - (35,134) (35,134)
Cash dividends declared to BEEN MR ER
pay to non-controlling interests xR 2B EHE - - - - - - - - (3,016) (3,016)
Balance at 30 June 2017 2017E6A30BHE 4,600,000 1,269,874 394,697 (2,690) 110,567 289,972 125,311 6,787,731 1,050,038 7,831,769

The notes on pages 76 to 140 form part of this interim financial

report.

Hanhua Financial Holding Co., Ltd.
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Condensed Consolidated Cash Flow Statement — unaudited
AREZNEPSHRERER

For the six months ended 30 June 2017 o &, £201746 H30H |F61E A
(Expressed in RMB) (JAAREEFI7R)

Six months ended 30 June

B Z6H30H LL61E B

2017 2016
20174 20164
RMB’000 RMB’000
AR¥F ABREFT
Operating activities RESEE
Cash (used in)/generated from operations #2558 (FTA),/
EEERE (1,239,477) 1,751,525
PRC income tax paid TR SRR (76,321) (90,297)
Net cash (used in)/generated from meEsEE (TR,
operating activities EEBREFE (1,315,798) 1,661,228
Investing activities REEE
Proceeds from sale of investments W B14% & AT 1S 8 22,800 15,770
Dividends received W B 89 iR B 2 AL 5K IR 484 -
Proceeds from sale of property, WEYE R RER
plant and equipment and EHAh 3Eum§)ﬁ§?
other non-current assets Fr{S 3k 18 170 45
Purchase of equity interests of subsidiaries & 3E12 4l M A I B F B A 7
from non-controlling interests P& 4 7 A5 B R (16,050) -
Payment for the purchase of property, TRHEEME BEX
plant and equipment and other HEREMIEREEEN
non-current assets FRIE (21,694) (48,939)
Payments on acquisition of investments T E R FRIE (178,481) (559,649)
Net cash used in investing activities REZBHMABESTE (192,771) (592,773)
Financing activities EE5EH
Capital injection paid from JEIEHIE SR EE
non-controlling interests 450,000 -
Net decrease of financial assets sold F L [0l B & b & B B
under repurchase agreement R RR (554,841) (613,053)
Net increase of interest-bearing borrowings &t 2 & maii* hnzg 315,140 162,573
Net proceeds from the issuance of BITEHFFISRIAEE
debt securities 658,615 1,064,902
Net decrease of other interest-bearing EMirBa@d@ERl a8
liabilities (18,384) (172,282)
Dividends paid to equity shareholders MARQERESZ AR E
of the Company - (230,000)
Dividends paid to non-controlling interests [ 3F 2 IHZE” mXAARRE (35,134) (49,094)
Interest paid X F B (224,358) (133,838)
Net cash generated from EEIHELENRSRE
financing activities 591,038 29,208
Net (decrease)/increase in swEd ORL)
cash and cash equivalents i‘”’ill]i?%ﬁ (917,531) 1,097,663
Cash and cash equivalents 1B1RE¥ES
at 1 January 3,512,005 2,803,885
Effect of foreign exchange NEERSEHTE
rate changes (321) (237)
Cash and cash equivalents at 30 June G6H30BE¥ &% & 2,594,153 3,901,311

The notes on pages 76 to 140 form part of this interim financial 5768 ZE 1408 P 8 Mt 7k 18 A A< A B BF 75
report. mEm—Eo e
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Notes to the Unaudited Interim Financial Report

2N

REE R R BB R R S MY R

For the six months ended 30 June 2017 e & Z=20176 H30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsh HUAARE T ILIIR)

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 authorized for issue on 18
August 2017.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2016
annual financial statements, except for the accounting policy
changes that are expected to be reflected in the 2017 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 judgments,
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 2016 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”).

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

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

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 2016 that is included in the interim financial
report as comparative information does not constitute

mRE (&)

THIMEREREER BCHES
BEEFEAREZEEAMAE
Mz BB TIEERIFE24105%4
BRZEVRENER T Y HEER
HEITER -

NP BB TS SRR A FTEL A B 2 20164F
12A31 B IEFEMPEE BTN
REBRZFENETHBRE M

the Group’s statutory annual financial statements for that TR E M RE -
financial year but is derived from those financial statements.
CHANGES IN ACCOUNTING POLICIES B RENEH

The HKICPA has issued several amendments to HKFRSs
that are first effective for the current accounting period of
the Group. None of these developments has had a material
effect on how the Group’s results and financial position for
the current or prior periods have been prepared or presented
in this interim financial report.

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

BRI ASE RN AEENAK
SRHEIE AR AR T B M B HRE L
ANERT - ELERTHAKEERAEK
2 51’ 7R HI Sk B B A0 48 2 A R AN BE 75
AR BERTE -
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REMZFHER KRR
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Notes to the Unaudited Interim Financial Report

2N

REE R R BB R R S MY R

For the six months ended 30 June 2017 e & Z=20176 H30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsh HUAARE T ILIIR)

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:

Partnership finance business

This segment represents the provision of comprehensive
finance services including Guarantee and Entrusted loan
business, Factoring business, and Leasing business.

Guarantee and Entrusted loan business 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, bond 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.

Factoring business 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.

Leasing business represents the provision of a range of
finance lease, operating lease and related consulting services
to customers.

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

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

SEGMENT REPORTING (CONTINUED) DEEBE (&)
SME lending PREEEREL

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.
These SME lending services include consumer finance and
platform finance business and upgrading traditional micro
and small business.

Capital investment and management

This segment represents the provision of a range of small
capital investment services to the leading small and micro
enterprises in their respective industries by cooperating with
external organizations to raise capital by way of funds.

Others

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

(a) Segment results, assets and liabilities

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

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

Zo AR AR ([NMIRE])
IR ERER AFEARE— R
MERMAARE T RS - L/ b
XEFRRBEEBEESR FaEH
MESNMIEERS-

EXRRERERER

ZORMRBEIN B IFRRER
BA AITEAENTNEPERH
—RIINEAREIE R e
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AR BV E A FE B R ST R AR B AR AR

RERE-

(@ 2WAB -BEERAERE

RTFBEESHBNEXERR
HEEER AEEEEESTE
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2017 ¢ & £201746830H 161 A

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

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 amortization of assets attributable to

those segments.

Internal charges and transfer prices are determined with
reference to market rates and have been reflected in the

performance of each segment.

Changes in disclosure of segment results and assets

and liabilities in the current period:

The Group has further strengthened the assessment
and management on business segments and optimized
the resource allocation at Group level during the
reporting period. The Group has integrated Guarantee
and Entrusted loan business, Factoring business and
Leasing business into Partnership finance business,
reorganized Capital investment and management from

Others.

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

RAEE R P BB RS R 5 B R

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HAARETTIIR)

3 SEGMENT REPORTING (CONTINUED) 3 DEHE (F)
(a) Segment results, assets and liabilities (a) 7HBAE - BEERERE (&)
(Continued)
Compared to the prior years, the current segment BLAEH R AR RS
structure better reflects current management model of AEGHRER T AEEE NG
the Group. The comparative figures for the ended 30 BREA At #£201656H30
June 2016 and 31 December 2016 have been restated H 201612 A31 8 1L EIE A
accordingly. LERBIEE S -
Six months ended 30 June 2017
BE2017568308 L6/ A
Capital
Partnership Investment
Finance SME and
Business Lending  Management Others Total
BUER IMEbE EXRER
£% EXER EEEYR Hit % it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

AREFT AREFT AREFT AREFT AREFT

Net guarantee and consulting fee income R R ZHEF KA 261,497 - - - 261,497
Net interest and handling fee HMERFEERTF

income/(expense) WA/ (Zi) 196,290 245,787 5,335 (71,203) 376,209
Reportable segment income/(expense) AHBA/ (X H) 457,787 245,787 5,335 (71,208) 637,706
Investment income BEKE - - 11,106 6,674 17,780
Other net income HEA SR 4,534 925 6 2,714 8,179
Reversal for guarantee losses EOREREEEES 13,234 - - - 13,234
Impairment losses BEREBX (84,352) (11,951) (6,188) - (102,491)
Operating expenses HEYH (180,023) (79,712) (4,247) (115,997) (379,979)
Net foreign exchange losses EXBATE - - - (321) (321)
Reportable segment profit/(losses) DEBA

before taxation FE/ (BX) 211,180 155,049 6,012 (178,133) 194,108

Interim Report 2017 81
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Notes to the Unaudited Interim Financial Report
REEZ P B R 3RH M

For the six months ended 30 June 2017 ¢ #(Z=201746330H 1L6E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsh HUAARE T ILIIR)

3 SEGMENT REPORTING (CONTINUED) 3 oEHE (&)

(@) Segment results, assets and liabilities

(@ 2WMAB - BEEREE (&)

(Continued)
At 30 June 2017
2017568300
Capital
Partnership Investment
Finance SME and
Business Lending  Management Others Total
BHEEH MMaE BXRER
£ BREYR EEER Hitr%H Ch
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFR AR¥FT ARETFT AREFT
Segment assets NHEE 9,123,614 5,948,533 700,316 1,909,819 17,682,282
Segment liabilities NEAE 3,113,515 3,453,165 873,592 2,847,728 10,288,000
Six months ended 30 June 2016
EZ2016F6A308 IL61HA
Capital
Partnership Investment
Finance SME and
Business Lending Management Others Total
BHEH UNCETES BARER
£% ENES ERER Hin %% s
RMB 000 RMB 000 RMB'000 RMB000 RMB 000
AREFT ARETFT ARETFT ARETFT ANEFEFT
Net guarantee and consulting fee income R R AR EFRA 438,514 - - - 438,514
Net interest and handling fee FSRFEEF
income/(expense) WA/ () 165,758 258,934 (1) (72,362) 352,329
Reportable segment income/(expense) SEBA/ (ZH) 604,272 258,934 (1) (72,362) 790,843
Investment income BEKS - - - 95 95
Other net income HEpWALE 4,562 476 43 2,273 7,354
Provisions for guarantee losses HREREEEES (2,402) - - - (2,402)
Impairment losses BERERX (135,710) (50,888) - - (186,598)
Operating expenses EEYH (189,565) (87,275) (1,188) (113,723) (391,751)
Net foreign exchange losses ERBLEE - - - (237) (237)
Reportable segment profit/(losses) HEHE
before taxation B/ (BX) 281,157 121,247 (1,146) (183,954) 217,304

Hanhua Financial Holding Co., Ltd.
BESEROBRAA



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

3 SEGMENT REPORTING (CONTINUED) 3 oHHmE(F)
(a) Segment results, assets and liabilities (a) 7HBRAE - BEEREE (&)
(Continued)

At 31 December 2016
®2016412A31H

Capital

Partnership Investment

Finance SME and
Business Lending Management Others Total

BHEH AR E BERER
£% ERER EREY Hip %7 At
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ANRETFT ANRETFTL ARBETFT AE®TFT AE®TFT

Segment assets PHEE 9,756,104 5,429,340 164,261 1,304,375 16,654,080
Segment liabilities PHERE 3,202,712 3,125,525 643,074 2,632,315 9,603,626
(b) Reconciliation of reportable segment assets (b) P BEEMNRAE

At 30 June At 31 December
M6A30H Mm12H318
2017 2016
20175 20164
RMB’000 RMB’000
AR¥Fr ARETFT

Assets BE
Reportable segment assets DEEE 17,542,418 16,654,080
Deferred tax assets BEFMSMEE 443,539 428,669
Consolidated total assets BEA 17,985,957 17,082,749
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Notes to the Unaudited Interim Financial Report

ARAEE RS M

For the six months ended 30 June 2017 o #(Z=201746330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & 3B Frigsh HUAARE T ILIIR)

4 PROFIT BEFORE TAXATION

4

Profit before taxation is arrived at after charging:

(a) Interest and commission expenses

Bt A A E
BLATFIEE MK
(a) FBRFHEEXH

Six months ended 30 June

HZ6830H 1618 B

2017 2016

20175 20164

RMB’000 RMB’000

AR®Fr AREFT

Interest on debt securities issued BHEEITHE 121,939 74,543

Interest on borrowings from FEIRITE BB E IR

non-bank financial institutions 40,298 5,917
Interest on financial assets sold EXOEe/mEENE

under repurchase agreements 27,311 46,887

Interest on borrowings from banks — $R1T7{& K F B 5,302 5,950

Commission paid to agents FEBMASTH 38,233 7,747
Total interest and commission FMERFEBLNBEE

expenses 233,083 141,044

Hanhua Financial Holding Co., Ltd.
BESEROBRAA



Notes to the Unaudited Interim Financial Report

RACE R R BB RS R 5 B R

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB 5o HUAARETTIIR)

4 PROFIT BEFORE TAXATION (CONTINUED) 4 FARE (&)
(b) Operating expenses: (b) EEXZH
Six months ended 30 June
B Z6H30H 161 A
2017 2016
20174 20164
RMB’000 RMB’000
AR®FT ARETFT
Staff costs 8 T % il
— Salaries, wages, bonuses and —TITE& R EHK
other benefits H i 78 7 159,449 134,959
— Contributions to retirement - BEZRE
schemes 30,796 34,710
- Equity-settled share-based — AL ER
payment expenses f& 1D 32 A 5 2 21,321 30,732
— Termination Benefits —BREF 169 443
Operating lease charges in respect FEE&LEHESA
of buildings 40,284 43,242
Travel expenses =ik E 27,574 29,970
Depreciation expenses & WEEBRLEHEEA
amortisation expenses 20,248 21,957
Office expenses WAE 10,630 9,205
Tax and surcharges s ol 6,731 20,647
Entertainment expenses EBHREE 6,616 6,173
Meeting fee 2RE 4,901 8,514
Others HAth 51,260 51,199
379,979 391,751
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AAEE R E M

For the six months ended 30 June 2017 ¢ # £201746830H 161 A

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

5 INCOME TAX 5 FEH
Six months ended 30 June
B Z6H30H L6 A
2017 2016
20174 20164
RMB’000 RMB’000
AR¥Fr ABREFT
Current tax EHMEH
Provision for PRC income tax NEEHEHP B TS
for the period (Note) (K1:E) 60,647 103,939
Deferred tax (Note 15) EEFTER (Ait15)
Origination and reversal of ERUEZENEER
temporary differences o] # (10,978) (28,099)
49,669 75,840
Note: it -

Except for Hanhua Guarantee Co., Ltd., Chongqging Hanhua Assets
Management Co., Ltd., Chongging Hanhua Micro-credit Co., Ltd.,
Sichuan Hanhua Financing Guarantee Co., Ltd., Nanning Hanhua
Micro-credit Co., Ltd., Guiyang Nanming District Hanhua Micro-
credit Co., Ltd., Beijing Hanhua Internet Technology Co., Ltd.,
Sichuan Hanhua Micro-credit Co., Ltd. and Horgos Huiwei Venture
Capital Co., Ltd., the Company and its subsidiaries are subject to
PRC income tax rate of 25%.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

BHEERRNDERAR BEEBEEE
ERERAR EEMBHENEERAR
BEEAR MIBEREERARAR
AZmBENEEREARAF BENH
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Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 o & Z201746 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

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., Ltd., Sichuan Hanhua Micro-
credit Co., Ltd. and Xi’an Hanhua Micro-credit Co., Ltd. are qualified
enterprises located in the Western Region and are therefore entitled
to preferential tax rate of 15% during the six months ended 30 June
2017 and 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 15% for the six months ended
30 June 2017 and 9% for the six months ended 30 June 2016,
respectively.

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.

From 1 January 2017 to 12 December 2019, impairment losses of a
qualified Micro-credit enterprise can be deducted before income tax,
no more than 1% of the loan balance of the year.

Friie®i (&)
M (%

BERRBROEBRAR EEPELET
BERAR - EEMHENEERBRE
FRA W BEREERER AR B
MEBEEBHENBEBERER AR  MOIH
ENBEFERARMATTHENEE
HBERABAFAADAFERBEERDY
¥ E RN E E20174F 201646 A30
Hit6EAZHEER X

HMEMBHENBERERAFAARAER
MEEREBRERSE Ama2RRE
Z2017F6A30H L6 AT HEEEMR K
15%FIRE 2201656 A30H L6 AEH
BEEREI% o

I RHEREREER AT EH2014565A8
12ARASEREMLE AtBH AR
Mt F—FEF _FERCEMTEE
B TRE=ZZ=FRFERR50%F
FRS %t - B BB 15 2R ROB & 4% 1 R B 15
R R IFEEE -

EMRTTEMAIZEIREBRARE2016
F1AARRAERRITMEERDE
hEEAEFR F—FEFRIFERR
B BERER TREREETFER
®50%H B FT1FH - BRI TR L%
AR MR SR R FIEEE R

B201741A1H 22019612 A31H « H#K
ARSHMELIM (SBM - BE) HIEK
SLEYNEEE A RRE R E R A1 %51
ROBEFEREEDETELERSHMR
ATF0RR -
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AAEE R E M

For the six months ended 30 June 2017 ¢ & 2201746 A30H 161 A

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

6 OTHER COMPREHENSIVE INCOME 6

(a) Available-for-sale financial assets

Hit &R & W
(@) IHEESREE

Six months ended 30 June

B Z6H30A 6@ A
2017 2016
20174 20164
RMB’000 RMB’000
AR FT ARETFT
Changes in fair value recognised A B R
during the period NABEEED (23,092) 3,676
Related income tax effect FTi5 fl s 2 3,840 45
Net movement in the fair value HAREMERE K=
reserve during the period RO ALEEFEE
recognised in other
comprehensive income (19,252) 3,721
7 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 RMB129,493,000 (six months ended 30 June
2016: RMB135,408,000) and the weighted average of
4,600,000,000 ordinary shares (six months ended 30 June
2016: 4,600,000,000) in issue during the interim period.

There were no dilutive potential ordinary shares during the
six months ended 30 June 2017 and 2016, and therefore,
diluted earnings per share are the same as the basic
earnings per share.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

EXGREEEREAFHHER
RARAREBBRBEROFBEAR
¥129,493,0007 (& £2016F6 A
30H IE61E A : 135,408,0007T) &
4,600,000,00% B 817 & B AR #Y 0
T8 (# £2016%E6 300 (F61A
A :4,600,000,0000% ) 5+ & -

R # 220174 M201646 A30H 16
EA- 2B EEAmENE B
It HEER WS EFRERNET R
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Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

8 CASH AND CASH EQUIVALENTS 8 EWES

At 30 June At 31 December

R6H30H W12 H318
2017 2016
20174 2016%F
RMB’000 RMB’000
AR¥FTT AR FT
Cash on hand EFERE 64 101
Cash at banks HR1TTF K 2,594,089 3,511,904
Cash and cash equivalents in the EHBEEMEXRD
consolidated cash flow statements EEEe 2,594,153 3,512,005
The Group’s operation of guarantees and loans to customers REBEEFEKE AT REENER
services in the PRC are conducted in RMB. RMB is not a LEFTRBEAAREHET  AREW
freely convertible currency and the remittance of RMB out FAIEBHABHER BARKED
of the PRC is subject to the relevant rules and regulations Fh B35 SN R 2 HR B BT A8 A B 48 B SN
of foreign exchange control promulgated by the PRC P B I 38R Al SR R TR PR ©
government.
At 30 June 2017, cash at banks deposited in a related party R201756A30R ' $RITFERF A A
was amounted to RMB620.2 million (31 December 2016: R®620.28 &7t (2016912 H31H
RMB933.4 million). ARMO33. 40 ET) F RN BT -
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AAEE R E M

For the six months ended 30 June 2017 ¢ #(Z=201746330H 1L6E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsh HUAARE T ILIIR)

9 TRADE AND OTHER RECEIVABLES

9 EWKHEMEVNRE

At 30 June At 31 December
M6H30H M12H31H
2017 2016
20174 20164
RMB’000 RMB’000
AR TFT AREFor
Receivables for default payments JE WA B 3K
(Note 9(a)) (H17#9(a)) 1,237,072 1,373,059
Trade receivables (Note 9(a)) FEURBR 3K (K47 7#9(a)) 11,066 8,614
Less: Allowance for doubtful debts IR ERE
(Note 9(b)) (Ht#9m)) (536,984) (743,758)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1,154 637915
Interest receivables JE U 7 B, 189,256 153,556
Receivables for assets disposal JEUE B 646,000 598,000
Other prepayments, deposits and HMhENFIE #Ha2 Rk
other receivables E b pE W 5008 387,748 162,043
1,934,158 1,551,514

Hanhua Financial Holding Co., Ltd.
BESEROBRAA



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

9 TRADE AND OTHER RECEIVABLES 9 EBWRHEHMEWNRE (&)

(CONTINUED)

(a) Aging analysis: (a) BRERDHT:
As of the end of the reporting period, the aging of all RS R - BT A AR S BR
trade receivables is within one year. BRIE—FLAA-
As of the end of the reporting period, the aging analysis RIEBRR BEZEH BRI
of receivables for default payments, based on the bR AR 212 00 E R E KA ER
invoice date and net of allowance for doubtful debts, is BT
as follows:

At 30 June At 31 December

H6H30H MW12A8318
2017 2016
20174 20164
RMB’000 RMB’000
AEB®FT AREFT
Within 1 year —F AR 318,231 376,949
Over 1 year but less than 2 years —E-F 359,873 418,517
Over 2 years but less than 3 years —E=F 358,135 363,199
Over 3 years but less than 4 years —ZENF 143,246 129,934
Over 4 years but less than 5 years MERF 57,184 84,460
Over 5 years HEFUE 403 -
1,237,072 1,373,059
Less: Allowance for doubtful debts il : Z2BRE (536,984) (743,758)
700,088 629,301
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AREE

For the six months ended 30 June 2017 ¢ & 2201746 A30H 161 A

A% R H B 0 R S Y R

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

9 TRADE AND OTHER RECEIVABLES
(CONTINUED)

(a)

(b)

Aging analysis: (Continued)

Trade receivables that were not impaired relate to a
number of independent customers that have a good
track record with the Group. Based on past experience,
management believes that no impairment allowance is
necessary in respect of these balances as there has
not been a significant change in credit quality and the
balances are still considered fully recoverable.

Impairment of trade receivables:

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

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

9 BUKRHEMEWRE (&)

(a)

(b)

BRI AT ()
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Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

9 TRADE AND OTHER RECEIVABLES 9 EBURHMAER (&)

(CONTINUED)

(b) Impairment of trade receivables: (Continued) (b) EEWFIERE: (&)
T AEBHBAZ ERERE
&) (BEER MEATIREXRD

loss components, is as follows: )

The movement in the allowance for doubtful debts
during the period, including both specific and collective

At 30 June At 31 December

M6A30H M12H31H

2017 2016

20174 20164

RMB’000 RMB’000

AR FT ARETFT

At the beginning of the period/year A HFE 4] 743,758 652,285
Impairment losses recognised in REFEZRERL

the consolidated statements of BEREEX

profit or loss 43,987 213,724

Disposal during the period/year HFRERE - (117,030)

Recoveries U 6] B 4% 4,581 389

Write-offs 1% 88 (255,342) (5,610)

At the end of the period/year PEE R 536,984 743,758

MR2017F6A30H  NEE B A
R#1,237.18 BT (FA20164F
12A831A B ARK1,37318 8
7T ) B FE WA (B R E R RR E &
B o {8 B R B FE W kI8P & B
BR#ENEF MEREEELF
HEF A EREKEE P IS
B JE R IE © A 1 B fE201746
HAB0HEH A R#537.08 & T
(R2016F 12831 B AR
743.8B 8 T) WERIFT(HER%E
o

At 30 June 2017, the Group’s receivables for default
payments of RMB1,237.1 million (31 December 2016:
RMB1,373.1 million), were individually determined to
be impaired. The individually impaired receivables were
related to customers that were in financial difficulties
and management assessed that only a portion of the
receivables is expected to be recovered. Consequently,
the individually assessed allowances for doubtful debts
of RMB537.0 million were made at 30 June 2017 (31
December 2016: RMB743.8 million).
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ARAEE RS M aE

For the six months ended 30 June 2017 ¢ #(Z=201746330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUARE T ILIIR)

10 RECEIVABLES FOR FACTORING BUSINESS

10 EWRER

At 30 June At 31 December
M6A30H Mm12H318
2017 2016
20175 20164
RMB’000 RMB’000
AREFT AREFT
Receivables for factoring business JE AR IR 5K

(Note 10(a)) (Ha10@)) 1,524,023 602,244

Less: Allowance for doubtful debts R
(Note 10(b)) (Hiit100@)) (18,511) (7,640)
1,505,512 594,604

(a) Ageing analysis:

As of the end of the reporting period, the aging analysis
of receivables for factoring business, based on the

(a) BRER AT

UTARBERR ERNERA
FRN 55 BR 2 5 05 R A PR U ER IR R

invoice date and net of allowance for doubtful debts, is BRER D AT
as follows:

At 30 June At 31 December
M6A30H Mm12H318
2017 2016
20175 20164
RMB’000 RMB’000
AR¥Fr AREFor
Within 1 year —F AR 1,507,849 602,244
Over 1 year but less than 2 years —E_F 16,174 -
1,524,023 602,244
Less: Allowance for doubtful debts  J& : & iR (18,511) (7,640)
1,505,512 594,604

Hanhua Financial Holding Co., Ltd.
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RACE R P H B RS R 5 YR

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB g HUAARETTIIR)

10 RECEIVABLES FOR FACTORING BUSINESS 10 ERRER (&)

(CONTINUED)

(b) Impairment of receivables for factoring (b) EWRERNEEREBEIEXKX:
business:
Impairment losses in respect of receivables for factoring JERRIBRHEEREBKAE
business are recorded using an allowance account EIRRS BRIERNEERABKE
unless the group is satisfied that recovery of the amount BEEAFBEORSEN TEZER
is remote, in which case the impairment loss is written T BEREBLAEEZERELK
off against receivables for factoring business directly. RIEBFIZH -
The movement in the allowance for doubtful debts AT BE E2017F6 A30H &
during the years ended 30 June 2017 and 31 December 2016512831 H |- AR Ay i BR
2016, including both specific and collective loss EHEEY (BEENRAGELX
components, is as follows: o) -

At 30 June At 31 December

R6H30H MW12H318

2017 2016

20174 2016%F

RMB’000 RMB’000

AREFT ARETFT

At 1 January M®1A1H 7,640 420
Impairment loss recognised in REFERRERYN

the consolidated statement of BERBERERK
profit and loss 10,871 7,220
At 31 December M®12A831H 18,511 7,640
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ARAEE RS M aE

For the six months ended 30 June 2017 ¢ #(Z=201746330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUARE T ILIIR)

11 LOANS AND ADVANCES TO CUSTOMERS

11 BRERRER

(a) Analysed by nature (a) MBS
At 30 June At 31 December
H6A30H MW12A318
2017 2016
20174 20164
RMB’000 RMB’000
AR¥FTT AR BFor
Micro-lending NREEER 3,353,524 3,929,547
Retalil loans BAER 2,982,858 2,376,815
Personal consumption loans BABEER 2,136,683 1,668,666
Loans to individual business EHEITHFPER
proprietor 5,675 39,643
Gross loans and advances to BRER B EE
ousomers 8AT8T40 8,014,671
Less: Allowances for impairment B ERORE
losses
— Individually assessed — ERIET R (51,416) (56,222)
— Collectively assessed — AR (280,572) (333,042)
Total allowances for BERREEFEES
Cimpairmentiosses ma1ose) (889,264
Net loans and advances BHERERBFFE
to customers 8,146,752 7,625,407

Loans and advances to customers included loans under
repurchase agreements, amounting to RMB517.1 million
as at 30 June 2017 (31 December 2016: RMB1,021.8
million) (Note 17).

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

RACE R P H B RS R 5 YR

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB g HUAARETTIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BHRERRBKR (F
(CONTINUED)
(a) Analysed by nature (Continued) (a) BUEED W (&)
Loans and advances to customers included loans of MR2017F6A30H ' BEHRE R X
RMB2,163.4 million arising from the consolidation of PR BREERAEEA G R#E
structured entities which issued micro loan backed WEERTVEEREELEFE
securities to institutional investors by the Group as at FHEBELEEMEEN/NEER
30 June 2017 (31 December 2016: RMB1,460.0 million) FoAREEEAARK2,163.4
(Note 20). BB (HR20165E12A310 A
AR #1,460.08&7T) (2Nt
20)
(b) Analysed by industry sector (b) RITEDW
30 June 2017 31 December 2016
201756 A30R R2016F12A31H
RMB’000 % RMB'000 %
AREFT % ANREFT %
Wholesale and retail BENTEE 2,266,940 35.75% 2,252,544 35.50%
Manufacturing RlEg 1,160,572 18.30% 1,138,989 17.95%
Real estate EiE 962,162 15.17% 804,429 12.68%
Construction BEE 627,968 9.90% 1,124,426 17.71%
Leasing and commercial services 18 & ME % R 439,532 6.93% 369,346 5.82%
Others Hity 884,883 13.95% 656,271 10.34%
Micro-lending and loans to MMIRERERMN
individuals business AEIBHFER
proprietor 6,342,057 100.00% 6,346,005 100.00%
Personal consumption loans BAAEEER 2,136,683 1,668,666

Gross loans and advances to BRER LB TEE
customers 8,478,740 100.00% 8,014,671 100.00%

Less: Allowances for impairment i : & FUR B &5

losses (331,988) (389,264)
Net loans and advances to BHERLBTFE
customers 8,146,752 7,625,407
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Notes to the Unaudited Interim Financial Report

ARAEE RS M EE

For the six months ended 30 June 2017 o #(Z=201746330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUAARE T ILIIR)

11 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

(c) Analysed by type of collateral

11 BRERRBR(EF)

(c) REFREEIM

At 30 June At 31 December
M6A30H Mm12H318
2017 2016
20175 20164
RMB’000 RMB’000
AR TFT ARMFor
Guaranteed loans REBEEZ 3,325,515 3,713,188
Unsecured loans MIERE X 2,956,487 2,385,421
Secured loans HERER 2,196,738 1,916,062
Gross loans and advances to BRER B EE
_eustomers . 8,478,740 8,014,671
Less: Allowances for impairment BB SO EEE
losses
— Individually assessed —{ERET 4 (51,416) (56,222)
- Collectively assessed —HEFR (280,572) (333,042)
Total allowances B EEFHRTE
_ forimpairment losses (331,988) (389,264)
Net loans and advances BRERNBEFE
to customers 8,146,752 7,625,407
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Notes to the Unaudited Interim Financial Report

RAEER P B RS Y aE

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrigsN HAARETTIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BRERRBR (&
(CONTINUED)
(d) Overdue loans analysed by overdue period (d EAHERNBIERS W

At 30 June At 31 December

R6H30H 12 H318
2017 2016
20174 2016%F
RMB’000 RMB’000
AR¥Fr AREFT
Overdue within 3 months (inclusive) 7 #A3ME A LA A
(3@ R) 133,868 173,075
Overdue between 3 months to 1 B3R A =616 A
6 months (inclusive) (&6MEA) 102,004 197,164
Overdue between 6 months to B Bi6ME A =14
one year (inclusive) 1) 187,450 121,134
Overdue more than one year AHEF LA 230,037 114,835
653,359 606,208
Overdue loans represent loans, of which the whole or EEmHEREREE NI NS
part of the principal or interest were overdue for one day SR B BRI R A ERIE e
or more.
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Notes to the Unaudited Interim Financial Report

ARAEE RS M aE

For the six months ended 30 June 2017 ¢ 2201746 A30H 161 A

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

11 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

11 BHRERRBKR (F

)

(e) Analysed by methods for assessing allowances (e) BHERRBRIZASHEH
for impairment losses FEFRXIRET
At 30 June 2017
®201766A30A
Impaired loans and advances
CHEERRER
Loans and
advances
for which for which for which
allowances  allowances  allowances
are are are
collectively collectively individually
d d assessed Subtotal Total
RA&HFA  HAEEHE  HREER
FEREEE  RESFR  RERSR
NERREH BREY ek e &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBBFT AREFT ARETT ARETT AREFR
Micro-lending NI EER 3,300,452 8,306 44,766 53,072 3,353,524
Retail Loans EAER 2,834,699 95,847 52,312 148,159 2,982,858
Personal consumption loans BAHBER 2,136,683 - - - 2,136,683
Loans to individual business EEIFFPER
proprietors 4,930 745 - 745 5,675
Gross of loans and advances ~ BEHEFRRLHMAE
to customers 8,276,764 104,898 97,078 201,976 8,478,740
Less: Allowances for impairment i : & 2R EEE
losses (195,111) (85,461) (51,416) (136,877) (331,988)
Net loans and advances EHERREHFE
to customers 8,081,653 19,437 45,662 65,099 8,146,752
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Notes to the Unaudited Interim Financial Report

RACE R P H B RS R 5 YR

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB g HUAARETTIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BRERRBRK (&
(CONTINUED)
(e) Analysed by methods for assessing allowances (e) BHERRBRIZASHEE
for impairment losses (Continued) FEARNIROT (&)

At 31 December 2016

20165124318
Impaired loans and advances
EREERRBR
Loans and
advances
for which for which for which
allowances allowances allowances
are are are
collectively collectively individually
assessed assessed assessed Subtotal Total

gEALA  HREERE  HAREERE

FEREEE  mASHA RESA
WERRBHK FHE sHib &t Gh
RMB'000 RMB'000 RMB 000 RMB'000 RMB'000
ARBTE  ARETZ  ARETET  ARETT  ARETZ

Micro-lending IMIBEER 3,829,570 18,839 81,138 99,977 3,929,547
Retail Loans BAER 2,221,542 139,119 16,154 155,273 2,376,815
Personal consumption loans BAHBER 1,668,666 - - - 1,668,666
Loans to individual business EEIBPER

proprietors 33,977 5,666 - 5,666 39,643

Gross loans and advances to ~ EMEFR R BT AR
customers 7,753,755 163,624 97,292 260,916 8,014,671

Less: Allowances for impairment i : & ZURERE

losses (195,856) (137,186) (56,222) (193,408) (389,264)
Net loans and advances to BHERRBRFE
customers 7,557,899 26,438 41,070 67,508 7,625,407
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Notes to the Unaudited Interim Financial Report

ARAEE RS M EE

For the six months ended 30 June 2017 ¢ & 2201746 A30H 161 A

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

11 LOANS AND ADVANCES TO CUSTOMERS

11 BRERRBR(EF)

(CONTINUED)
(/) Movements of allowances for impairment losses () BRERREBRBEEEED
At 30 June 2017
R2017%6A30H
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
rAsHA  HAEEHE  HREER
FEREERE  REGFR  RERSR
NERREN BRE] it e A&t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFT ARETT ARETFT AREFT
As at 1 January W1A18 195,856 137,186 56,222 193,408 389,264
Release/(charge) for the period A8} (#RF: ) /3112 (745) 20,319 27,746 48,065 47,320
Write-offs % - (76,036) (32,552) (108,588) (108,588)
Recoveries WRE%EE R RBH - 3,992 - 3,992 3,992
As at 30 June 6A30H 195,111 85,461 51,416 136,877 331,988

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

RAEER P B RS Y aE

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrigsN HAARETTIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BRERRER (F
(CONTINUED)
(/) Movements of allowances for impairment losses () BHREXRBRBEEESS
(Continued) (#&)

At 31 December 2016

20165124318
Impaired loans and advances
EHEERRER
Allowance
for loans
and
advances
which are which are which are
collectively collectively individually
assessed assessed assessed Subtotal Total

gEALA  HREERE  HAREERE

FEREEE  mEAFA RENFR
MERRBK FHE sHb &t Gh
RMB'000 RMB'000 RMB 000 RMB'000 RMB'000
ARBTE  ARETZ  ARETET  ARETT  ARETX

As at 1 January MA1E 178,589 125,727 28,005 153,732 332,321
Charge for the year (Note 4) RERHE (H5t4) 17,267 103,657 28,217 131,874 149,141
Write-offs RERH - (106,580) - (106,580) (106,580)
Recoveries BEBZEERRBR - 14,382 - 14,382 14,382
As at 31 December M2A31A 195,856 137,186 56,222 193,408 389,264
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Notes to the Unaudited Interim Financial Report

ARAEE RS M aE

For the six months ended 30 June 2017 ¢ #(Z=201746330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUARE T ILIIR)

11 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

(g) Analysed by credit quality

11 BRERRBR(EF)

() REEEENIMIIRME

At 30 June At 31 December
M6A30H Mm12H318
2017 2016
20175 20164
RMB’000 RMB 000
AR¥Fr AREFor
Gross balance of loans and LRER B EE
advances to customers
Neither past due nor impaired R HA R RV E 7,825,381 7,387,698
Overdue but not impaired B %6 Bf R R B 451,383 366,057
Impaired B E 201,976 260,916
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 8,478,740 8,014,671
Less: Allowances for impairment W BRER RN
losses
Neither past due nor impaired R H KRB (154,213) (172,725)
Overdue but not impaired B8 B RRE (40,898) (23,131)
Impaired ERE (136,877) (193,408)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, (331,988) (389,264)
Net balance R
Neither past due nor impaired K@ HI R AE 7,671,168 7,214,973
Overdue but not impaired 2@ AR E 410,485 342,926
Impaired 2R E 65,099 67,508
8,146,752 7,625,407

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

RACE R P H B RS R 5 YR

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB g HUAARETTIIR)

12 AVAILABLE-FOR-SALE FINANCIAL ASSETS 12 IHEESHEE

At 30 June At 31 December

M6H30H M12A31H
2017 2016
20175 20164
RMB’000 RMB’000
AR¥Fr ARETFT
Available-for-sale equity instrument: At E RS
— Listed ] 143,992 145,165
- Unlisted —3FELET 245,446 153,296
Wealth management products (Note) B Em (KiE) 60,400 35,060
449,838 333,521
Note: Htat -
The types of structured entities that the Group does not consolidate AEERBEERBREMAERITHERR
but in which it holds an interest include wealth management VHEBCEIBPZENREEARITEN
products issued by banks. The nature and purpose of these Em EEABLLIENMEENENETE
structured entities are to generate fees from managing assets on REBRAEMEAELRNERE Hab
behalf of third party investors. These entities are financed through BRFARRAREERTHBEREERNG
the issue of units to investors. These structured entities are not FoREEHEEABLL TR EES .
consolidated into the Group as the Group has no power on these A AREERGELERBEEIEBRNARE
entities. The maximum loss exposure of interests held by the Group EmeHUBERENEHEE AEET
is the same as the carrying amount. BEEEBLCIBIHSABAROAERSE

EMFAENEaRNEEEE-
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Notes to the Unaudited Interim Financial Report

ARAEE RS M EE

For the six months ended 30 June 2017 o #(Z=201746330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUAARE T ILIIR)

13 FINANCE LEASE RECEIVABLE 13 EUEMEHEER

At 30 June At 31 December

M6H30H M12H31H
2017 2016
20174 20164
RMB’000 RMB’000
AR¥Fr AREFT
Finance lease receivables el R E FHE K 356,988 324,183
Less: Unearned finance lease income B ARERBE W= (42,753) (42,109)
Present value of minimum HEREBRE KRR
finance lease receivables 314,235 282,074
Less: Allowance for impairment losses R B (3,143) (2,830)
Net balance FRE 311,092 279,244
At 30 June 2017 At 31 December 2016
R201766R30H #2016%12A31A
Unearned Minimum Unearned Minimum
Finance finance finance Finance finance finance
lease lease lease lease lease lease
receivable income receivable receivable income receivable
EymE AER BEAE EKRE RER RERE

BEHR BERE HAURE RER BEME HRENFE
RMB'000  RMB'000  RMB'000  RMB000  RMB000 RMB'000
ARETR ARBTR AREFR  ARETT ARKTT ARKTI

Less than 1 year DRIE 181,407 (21,726) 150,681 99,649 (12,944) 86,705
1 year to 2 years 1ER2F 107,609 (12,887) 94,722 93,801 (12,184) 81,617
2 years to 3 years 2FE3F 51,679 (6,189) 45,490 56,063 (7,282) 48,781
3 years to 5 years 3EE5E 16,203 (1,951) 14,342 74,670 9,699) 64,971
356,988 (42,753) 314,235 304,183 (42,109) 282,074

Less: Allowance for impairment R EER
losses (3,143) (2,830)
311,092 279,244
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Notes to the Unaudited Interim Financial Report

F R H B R RS B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

14 PROPERTY, PLANT AND EQUIPMENT

14 Y¥ BERRE

Buildings Office
held for Motor and other Leasehold Construction Total
own use vehicles  equipment improvements in process fixed assets
BOR HEWE B
BEY BaRf Hith ikt HEXH HEIR BESE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ANRBEFT AEEFT AREFT AREFT AREFT AREFIT
Cost: B
At 1 January 2016 ©201651 718 346,825 28,902 54,224 75,977 46,138 552,066
Additions REEMN 336 202 5,516 13,369 27,267 46,690
Transfer in/(out) @A/ (HEi) 18,377 919 - - (19,296) -
Transfers to intangible assets BREEVEE - - - - (1,982) (1,982)
Disposals RE - (692) (1,858) - - (2,550)
At 31 December 2016 and RH2016F12A31A K
at 1 January 2017 2017%181H 365,538 29,331 57,882 89,346 52,127 594,224
Additions AR - 376 1,457 3,364 4,357 9,554
Transfers to intangible assets BREEVEE - - - - (10,054) (10,054)
Disposals RE - (671) (368) - - (1,039)
At 30 June 2017 R201756 A 30H 365,538 29,036 58,971 92,710 46,430 592,685
Accumulated depreciation: RIHE:
At 1 January 2016 201614201641 818 (26,083) (17,521) (25,728) (50,076) - (119,408)
Charge for the year REFHR (12,524) (3,323) (11,394) (14,787) - (42,028)
Written back on disposals RERME - 482 1,213 - - 1,695
At 31 December 2016 and 2016512831 R
at 1 January 2017 2017%181A (38,607) (20,362) (35,909) (64,863) - (159,741)
Charge for the period AHEHR (6,302) (1,317) (5,108) (6,382) - (19,107)
Written back on disposals RERMD - 523 320 - - 843
At 30 June 2017 R201756A831H (44,909) (21,156) (40,695) (71,245) - (178,005)
Net book value: RERE:
At 30 June 2017 2017565300 320,629 7,880 18,276 21,465 46,430 414,680
At 31 December 2016 R2016F128310 326,931 8,969 21,973 24,483 52,127 434,483
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Notes to the Unaudited Interim Financial Report

2N

REZP M BREM
For the six months ended 30 June 2017 o #(Z=20176330H 1L6E A
(Expressed in RMB’000 unless otherwise indicated) (kX & 3B Frigsh HUAARE T ILIIR)

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

15 DEFERRED TAX ASSETS AND LIABILITIES

movements during the period are as follows:

NE BT -

156 BEEFRSEHEERERE

REBRNE OISR KR TR R ET
FRsBEE,/ (BfE)BE RRAHMHE

Deferred tax assets Deferred tax liabilities
BELFEHEE 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
EREH THEE THGE
EEHE [:35) EEER  SREEND SREED
Deferred tax arising from BEREBELE BARE BIFH BlERS DAEEZD Bit MAEEED /it R
RMB 000 RMB000 RMB 000 RMB 000 RMB 000 RMB 000 RMB000 RMB000
ANEETFT  AREFT AREFT  ABEFT  AREFT  AREFT AREFT  AREFI
At 1 January 2016 20161 A1H 244,528 4 105,206 - 349,738 (131) (131) 349,607
Recognised/(credited) to the REfBERER/
consolidated statement of (3 A)
profit or loss 82,906 106 (6,015) - 76,997 - - 76,997
Charged to reserves HALES - - - 2,098 2,098 (33) (33) 2,065
At 31 December 2016 and at 12016512431 R
1 January 2017 2017F1A18 327,434 110 99,191 2,098 428,833 (164) (164) 428,669
Recognised/(credited) to the RAFERRER/
consolidated statement of (3t A) (Hits)
profit or loss (Note §) 18,242 47 (7,311) - 10,978 - - 10,978
Charged to reserves (Note 6/3)) TARES
(Htitee) - - - 3,846 3,846 (6) 6) 3,840
At 30 June 2017 201756430 345,676 167 91,880 5,944 443,657 (170) (170) 443487
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Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

15 DEFERRED TAX ASSETS AND LIABILITIES 156 BEFEHREERAE (&)

(CONTINUED)
(a) Deferred tax assets not recognised (a) KRERNELFEHEE

MRIEERE AR TR
RAJ A ER MK RESTA
R B E 18 8 R SR FE B R
U E I 3201766 A
S0HMEFTAENBEAARE
1,061.28 & JT (2016412 431
HAARES892.85E L) BRIE
EAEHEE -BEBERITHE
AENEEE R EFERANUE
B A5 /Y HAFE A H oK AR
78 IR o

The Group has not recognized deferred tax assets in
respect of cumulative tax losses of RMB1,047.8 million
at 30 June 2017 (81 December 2016: RMB892.8
million), as it is not probable that future taxable profits
against which the losses can be utilized 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.

16 INTEREST-BEARING BORROWINGS 16 H B

The Group’s interest-bearing borrowings are analysed as REEFEERIFTWOT

follows:

At 30 June At 31 December
MR6H30H MW12A8318
2017 2016
20174 20164
RMB’000 RMB’000
AR¥FTT AR For
Bank loans (Note (i) WRITER (KFE0))
- Unsecured —EER 271,047 144,905
- Secured by properties of the Group —AREEYEEA
(Note (i) (HTEE()) 48,800 61,000
319,847 205,905
Other loans (Note (i) HME R (Bt i)
— Unsecured — R 1,201,198 1,000,000
1,521,045 1,205,905
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AAEE R E M

For the six months ended 30 June 2017 ¢ #Z=20176330H 1L6E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUARE T ILIIR)

16 INTEREST-BEARING BORROWINGS 16 T EER (&)

(CONTINUED)

Notes: it -

(i)  All of the Group’s bank loans are subject to the fulfilment of () FBEAEEMNRTERABRTEHSR
covenants commonly found in lending arrangements with HWHTT I WERER - MAEEER
financial institutions. If the Group was to breach the covenants, HE BRAREREREE - KNE
the loans would become payable on demand. The Group B FEEEELIEMR
regularly monitors its compliance with these covenants.

(i) The bank loans are secured by the Group’s buildings held (i) ZBTEFBAEBEZEMER R
for own use. The aggregate carrying value of the secured 201796 HA30H %ﬁﬁ#@%ﬂ%@ﬁﬁ@
properties amounted to RMB187.5 million as at 30 June 2017 BARARM187.58 &t (2016512
(31 December 2016: RMB191.0 million). A31AAARKIN.0BET) °

@iy  Other loans bear interest at a range from 5.2% to 6.8% per (i) EMERMNFEENNE2%E6.8%"
annum. They are unsecured and repayable by 31 December ABEERTAESE k?ﬁﬁﬁ2020$12ﬁ
2020. 31HEE-

17 FINANCIAL ASSETS SOLD UNDER 17 BEHEBERMEE

REPURCHASE AGREEMENT

At 30 June At 31 December

R6H30H 12 H318
2017 2016
20174 2016%F
RMB’000 RMB’000
AREFT AREFT
Benefit rights of loans and BRERRB R RE
advances to customers 613,465 1,168,306
Details of the carrying values of the underlying assets of ENCESREENEBAEEREE
financial assets under repurchased agreement are set out in BEFBEHNME11() -
Note 11(a).
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RAEE R P BB RS R 5 B R

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HAARETTIIR)

18 CUSTOMER PLEDGED DEPOSITS 18 FAGRES
Customer pledged deposits represented deposits received BARBESEREFAKNRES
from customers as collateral security against the credit PAE B AR S BRI RAE R -
guarantee issued by the Group. These deposits are interest- hHERESAERE THENERENE
free, and will be returned to customers after the guarantee MERERF

contracts expire.
19 ACCRUALS AND OTHER PAYABLES 19 B R EMENARK

At 30 June At 31 December

H6H30H Mm12A318
2017 2016
20175 20164
RMB’000 RMB’000
AR¥ T AREFT
Accrued staff cost JRE {F Bek T 38 M
— Salaries, wages, bonuses and —I& -#e EHR
other benefits H i 12 A1 35,018 85,737
Interest payables &A1) B, 44,127 75,625
Other interest-bearing liabilities (Notes) Hibsr 2 AE (M) 1,744,920 1,763,555
Dividend payable JE 1 B R 187,016 735
Other payables H b JE S FRIB 572,179 372,369
Financial liabilities measured at REHKARAE
amortised cost THAaE 2,583,260 2,298,021
Value-added tax and other FETIBE T &
surcharges payable == 877 4,693
Withholding individual income JET R HE A FASTE
tax payable 3,620 3,816
Receipts in advance TEUER K 55,845 74,822
Total A&t 2,643,602 2,381,352
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AREE

For the six months ended 30 June 2017 ¢ & 2201746 A30H 161 A

A% R H B 0 R S Y R

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

19 ACCRUALS AND OTHER PAYABLES
(CONTINUED)

Notes:

(i)

During the six months ended 30 June 2017, RMB642.6
million of loans and advances were transferred to independent
third parties by the Group (31 December 2016: RMB1,121.6
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 derecognized from the consolidated
financial statements and the amount of proceeds received by
the Group was recorded as other interest-bearing liabilities.

Other interest-bearing liabilities of the Group at 30 June 2017
included interests of limited liability partners of RMB856.5
million in the partnerships which were consolidated by the
Group (81 December 2016: RMB641.5 million).

Hanhua Financial Holding Co., Ltd.

BESEROERAA

19 Bt REMEMNR (&

Wit -

(i)

H E201746H30H 1-618 B HR -
AEEBRMBIMNE=FEZEARE
642.68 B LR E R KB (20165
128310 AR¥1,121.6E8 L) °
FF - AEEHEEERRBRAR
BUENER ARZRSTRES
BMEERIEEREHE BLHEENE
HEEHERTZEITER  HEK
INEERCHMFEAEPIR

MR2017F6A30H  AE B E T B
BEFEEENNERERALEY
TERZENEZARYESB.5HE
JC (2016F12A31H : AR#641.5

e —

BAET) °



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

20 DEBT SECURITIES ISSUED 20 ENES

At 30 June At 31 December

M6H30H M12A31H
2017 2016
20174 20164
Note RMB’000 RMB’000
B &t AR¥FrT AREFT
Corporate Bonds: NCIEE
— Fixed rate corporate bonds ~ —20204 Z| #i &9 & (0
maturing in June 2020 FEQBES 1,492,503 1,491,380
- Fixed rate corporate bonds ~ —20194 | #i &9 & & (ii)
maturing in November 2019 FMEQRES 895,596 894,730
Assets backed securities BNEESH (i)
payable-senior tranches BE-BLR 1,927,771 1,269,155
Total &t 4,315,870 3,655,265
Notes: Htat -
()  Fixed rate corporate bonds with nominal value RMB1,500.0 () H2015F6A10REHTMETEFEA
million and a term of five years were issued on 10 June 2015. AIEFHEEARKE1,500.068 T H
The coupon rate is 6.10% per annum. The Group has an PR /& 1 B o SR E A 3K /R6.10% ° A&
option to increase the coupon rate for the remaining duration EEEFEF=-FRBELAZMAERAE
at the end of the third year. After the Group announce whether B -EAEBAEEE EAZREF
to increase the coupon rate, the Investors have an option to Rig WEEANBRAEFLZEE
redeem all or part of the debts held at the nominal amounts. fERI TR 2 BB B D E 5 -
As at 30 June 2017, the fair value of corporate bonds H E2017F6A308 ' It R AIfEHH
amounted to RMB1,503.7 million. RABE/AREIL03.7TEET.
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ARAEE RS M

For the six months ended 30 June 2017 ¢ # £201746830H 161 A

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

20 DEBT SECURITIES ISSUED (CONTINUED)

Notes: (Continued)

(i

(i)

Fixed rate corporate bonds with nominal value RMB900.0
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 2017, the fair value of corporate bonds
amounted to RMB899.6 million.

During the six months ended 30 June 2017, RMB2,163.4
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 RMB1,927.8 million received by the
Group was booked as assets backed securities payable.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

(i)

(i)

20 BNES (&)

Hret: (&

R2015F11 ASAZITHEE AR A
AIEHEEARE00.08 & T &
R 40U 4F B - R TE F R A5.60% © &N
EEEFEF -_FRELAZTEF TR
B -EASERERG EHAZEF
T HEETNERANEEZEE
BRI 2B ES-

HE2017F6 8308 LR GIEHH
AREBEAEARESI.6HE T

RE =201796 A30H 1L61E A &
M ANEEBARK2,163.488TH
NEERERGEB IR -BhRA
BlERBAREERTEEIREES
(TER]) FARAEEREZERS
HRBEBI AR B EEREIERFHD
REER ARANEBRE 7THEZE )
BERHLT2BRARMREH 18
CEREETRERIEEROESG B
AEEEECEERBRTHERL
MEE - WiEKEIMARE1,027.85
BLEERTENTEESHESFRT

N e



Notes to the Unaudited Interim Financial Report

RACE R R BB RS R 5 B R

For the six months ended 30 June 2017 ¢ & Z201746 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB 5o HUAARETTIIR)

21 EQUITY SETTLED SHARE-BASED 21 URSEENRGO XN

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.

BEERKREARAR ([EXR])EE
FEARRERNNBERRRD AR
BEERERRND ZEAT RIARNR
AEBEREEREREREBTSE ([
BN ETE)) MBI IR E R
N AREA AR E T 8720135
6A308 (IRMETFHI®EE AR
AR EEF EFENSE ([HEY
B AT NE R ERE RN RER
MEEFERRANRGD ([RH K
Bhl) - 1201351 81H £2020%F 12
A318 - R RE ST Z8FANIRA D
R - TR EEERRAAEE
W 2B SRR A B IR ARAE
HHRESBBEGRIEBRERNFRL
YR

EERORTH SHEHFEAQA
7.88%H) i HE - 2 B0 A 0 AR HE AL B AT
g BmARBRBRAREREMEMES-
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2017 ¢ & 2201746 A30H 161 A

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

21 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

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

21 UEREENROXN (&)

(@) RFEBENERARERFMET
Fr %

Number of Vesting
Instruments conditions

B0 BB 1T R IR 4

Awards granted to directors ETEERESH
and supervisors: A& 15 -
—on 20 June 2013 —R2013F6 A20H

Awards granted to employees: & ¥ & & 8% 1D
—on 20 June 2013 —R2013F6 A20H

193,918,615 Every month from
1 January 2013 to

31 December 2020

#2013F1 AR E

2020612 A31HK

ISEEDERTES Y 35

R B AL D

76,351,233 Every month from
1 January 2013 to

31 December 2020

#2013F1 AR ZE

2020612 A31HK

ISEEDERTES Y 25

HE R ) AR A7)

Total share awards granted TR a8k

270,269,848

1 16 Hanhua Financial Holding Co., Ltd.
BESEROBRAA



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

21 EQUITY SETTLED SHARE-BASED 21 DESEENRO XN (&)

TRANSACTIONS (CONTINUED)

(b) REBBOHEMFITEE

(b) The number and weighted average exercise

(c)

prices of share awards are as follows:

W

Six months ended 30 June 2017

HZE201756A30H L6 A
Weighted
average Number of
exercise price shares
FIITREE ROBE
RMB
AR¥
Outstanding at the beginning of HARN AT RSN
the period 0.42 270,269,848
Granted during the period BN T - -
Exercised during the period BT HE - -
Outstanding at the end of the period Hf 7 % 77 £ 5 0.42 270,269,848
Exercisable at the end of the period  HizR AJ 17#& 0.42 152,026,790

Fair value of share awards and assumptions

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

(c) REZHEHN QX REERRBRR

NN ) BASR A 0 B e i 2 ER Y
RIS R AEBEL2ERTBRK
HENAABERTE -ARFE
HREYBEETEHEE
- =i HAR R IR AR A 800
A2 BB E S RERE
TEFZE - RERE 28
AREEERTAGE BHEE
TEENAETE BTGNS -
BT BREEHRBEBE &R
REER ZHBEHEREED
REH) B IR ARRE S B H R AR B R
BRREBRNFRELOIEHR S
e - ZEMOEHSHRIERE
TE - ROBPENRIABEER
Cox-Ross-Rubinstein Binomial
Pricing#s B 3 17 flh 51 o AR 7 B4
e RFRIER/ILEI N —IAS
2o
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A% R H B 0 R S Y R

For the six months ended 30 June 2017 e & Z=20176 H30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsh HUAARE T ILIIR)

21 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(c) Fair value of share awards and assumptions

Notes to the Unaudited Interim Financial Report

21 UEREENROXN (&)

(c) REZHENQAEERRE

(Continued) (#&
Share awards
granted on
20 June 2014
201456 H20H
Fair value of share awards and assumptions RHHEN QI ABERBR Y B 17 HA R
Fair value at measurement date (RMB) R EBHHNAREBE(ALK) 1.77
Share price (RMB) RITRE (AKE) 2.26
Exercise price (RMB) ITHEER (ARK) 0.53
Expected volatility (expressed as weighted IR (B TEFTH B) %= (LACox-Ross-
average volatility used in the modelling Rubinstein Binomial Pricing
under Cox-Ross-Rubinstein TR BT R &Y
Binomial Pricing model) MEFH R ERRR) 64.30%
Option life (expressed as weighted average ERfE Y B R (LACox-Ross-
life used in the modelling under Rubinstein Binomial Pricing
Cox-Ross-Rubinstein ERFTE A 7.53 years
Binomial Pricing model) niEFHHRERTR) 7.53%F
Expected dividend yield TEET I 7 1.30%
Risk-free interest rate 7 3 R 3R 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.

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.
BESEROBRAA

BREFET KB EEERESLKE
T (LA DnAEF a5 E e R i) B
MIRISR I R AR ) - ERNARA]
ESOEEHRKET KB RE
A BN ERETHAE -BH
A RERESLBRMEBE @A
BENECEHAREBENG
AAEEEARE -

i BHERERBIEETET
M-AERTHNAABETES
K& BB MEGR1T - & B fn B
W R TS R o



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

22 CAPITAL, RESERVES AND DIVIDENDS 22 EX - -RERERE
(a) Dividends (a) BE
Dividends payable to equity shareholders attributable EREAEERERT TNEREE
to the previous financial year, approved and paid during RAI—W B FERRERRED
the interim period Bt &9 A% S

Six months ended 30 June

B Z6HA30R 6B AHM
2017 2016
20174 20164
RMB’000 RMB’000
AR¥ T AR FT
Final dividends in respect of the TEA R BB B I HE Y
previous year, approved during F—FERKBREB
the following interim period, of T AR®0.047T
RMBO0.04 per share (six months (HZ220169F6H30H 1
ended 30 June 2016: 0.05 per 6 A FRARE
share) 0.057T) 184,000 230,000
(b) Share capital (b) B
The share capital were issued and fully paid. ARG B BEITFEE

Interim Report 2017
—E-tFhRE 119



120

Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2017 ¢ & 2201746 A30H 161 A

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

22 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c) Nature and purpose of reserves

()

(ii)

(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.
BESEROBRAA

22 EX -HERKRE (&)

RELERBE®N

()

(ii)

(i)

K17 18
s EREARARRPDHEE

HFTEERITARBRMOM
SRIBEZENER-

B

>
]

A

BEARBBETIIREA:

— REEBRAE TR
HESBAROD AL
CETEE

- RARREERDBAR
TR th A HIR

RAEBED

BBRABEEIERBAE
T -RBRENARNFEEN R
BERER  ARBARET
B M R R R
REMABREAE K H10%
RN BB ERTERHBA
B HERERAERAH
BUET| HEMEARA50%



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 o & Z201746 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

22 CAPITAL, RESERVES AND DIVIDENDS 22 EX-RERKRE (&)

(CONTINUED)

(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)

—RE R E

RIEEBERE AREIRE
B EREREBONER
BB AR N R R BUE &
—REBRES SEABH
VAR E REHEBBRRRAFEH
T HI10% (1R 3% B Rf BoEp
BAREEEER R EM
MERE) URMEEE

prior year's accumulated loss to cover potential A e IR A ESIE o
losses against their assets.
While subsidiaries engaged in SME lending miEEFR 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)

B AR B UERENE IR
RER—REARER ¢
REREERBERRGEHI
ETE O UBHEEE
AR M EE RAI L
—RERERBERTFIR
[\ B & EE 48 R B OR A4S AR O
1.5% °

INEBK T EERE

ELXEEMERERARA
AIMBEREERERAT
(PABH LR ) BB SNEST
BER EAHTHRRAR
PR R BEERT I
SNEmRRITEER
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2017 ¢ & 2201746 A30H 161 A

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

23 NON-CONTROLLING INTERESTS

23 FEEHIMELS

At 30 June At 31 December

MH6H30H M12H318
2017 2016
20174 20164
RMB’000 RMB’000
AR®Fr AREFor
Liaoning Fu’an Financial Asset BEELTRMERE
Management Ltd BEBERAR] 450,124 -
Sichuan Hanhua Micro-credit ) B E NEEE
Co., Ltd. BRAT] 294,046 302,844
Chongging Hanhua Micro-credit EEMBENDEENR
Co., Ltd. EREMFERAT 82,540 86,857
Xi’an Hanhua Micro-credit Co., Ltd. L mBENEER
AR AT 145,135 150,350
Others Hh 78,193 98,191
1,050,038 638,242

24 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(@) Financial assets and liabilities measured at fair
value

(i) Fair value hierarchy

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

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

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

RACE R P BB RS R 5 B R

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsN HAARETTIIR)

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

(a) Financial assets and liabilities measured at fair (a) RAOAEBEFTENEREER
value (Continued) 8E(#&)
() Fair value hierarchy (Continued) () AAEEER(&Z

e Level 2 valuations: Fair value measured using

o F2EAME: A2

Level 2 inputs i.e. observable inputs which [E s A BB (BIR B8

fail to meet Level 1, and not using significant EIFEIELNEE

unobservable inputs. Unobservable inputs are BABB)RTRAEE

inputs for which market data are not available AR ER B A BUB AT
ENAAEME - TAIE
Rig AR R ETIHE
& 2 8 A BUK

e Level 3 valuations: Fair value measured using
significant unobservable inputs

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.

e FIFPHME:ERE
AT A B E A B
ENRNAEE

UKo BEFENERTE
2B A AT IS RERK
RS REERSAEE-
ERARENTISRERA
ZEA G ERM - LB s
B EMBEUNSREE
ReERTR -METES
RAN2H8EEERRF
K-REMNK - FRHEER
PR - BERIRERITEA
B EEEERRANEN
BERMEMMAT RSN I
RERUASZHUNSBE

O
am °
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ARAEE RS M aE

For the six months ended 30 June 2017 ¢ 2201746 A30H 161 A

(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN 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.
BESEROBRAA
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(@) BEAAEBEFENSBMEER
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() 2rnEEER(E

AEBEHA —EmMFLE
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RACE R P H B RS R 5 YR

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB g HUAARETTIIR)

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

(a) Financial assets and liabilities measured at fair (a) RAOAEBEFTENEREER
value (Continued) afE (&)
() Fair value hierarchy (Continued) () AAREBEER(E)

Fair value measurements as at
30 June 2017 categorised into
R2017E6A30B 2 AR ERHERES

Fair value at

30 June 2017

R20175
6A30H 2 Level 1 Level 2 Level 3
AREE F1ER $2ER $IER
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETT AREFT ARETR

Recurring fair value REEQAABHEGE
measurement
Financial assets: SREE:
Available-for-sale equity ~ At ERETA:
instrument:
- Listed —Fm 143,992 143,992 - -
- Unlisted -3t 245,446 - - 245,446
Wealth management B ER
products 60,400 - - 60,400

Interim Report 2017
—E-tFhHRE




126

Notes to the Unaudited Interim Financial Report
REFEZ P B A3 & M e

For the six months ended 30 June 2017 ¢ 2201746 A30H 161 A

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

24 FAIR VALUE MEASUREMENT OF FINANCIAL

INSTRUMENTS (CONTINUED)

(@) Financial assets and liabilities measured at fair

value (Continued)

(i) Fair value hierarchy (Continued)

Fair value at
31 December

24

MREEER (&)

(@) BEAAEBEFENSBMEER

BE(#)

() AR EEER(E)

Fair value measurements as at

31 December 2016 categorised into
R2016F12A31H AR BRI EREAR

2016
720165
12A318 2 Level 1 Level 2 Level 3
AREBE Z1ER F2BR FIER
RMB 000 RMB'000 RMB'000 RMB’000
ANEETT AEEFT ANEETT AREFT
Recurring fair value REMDAAEETE
measurement
Financial assets: SREE:
Available-for-sale equity ~ A HERRTA:
instrument:
- Listed il 145,165 145,165 - -
- Unlisted —JLtm 153,296 - - 153,296
Wealth management BHER
products 35,060 - - 35,060

Hanhua Financial Holding Co., Ltd.
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RACE R P H B RS R 5 YR

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB g HUAARETTIIR)

24 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

24 PREEER (&)

(a) Financial assets and liabilities measured at fair (a) RAOABEFTENEHEER
value (Continued) afE (&)
() Fair value hierarchy (Continued) () DA EBEER (&

HZE2017F6H30H [L61H
B RSB EMFEARAR
EBETENSHMIANSE
[ M E2E F 2 8 A %
EEn NEEBA EBHE

During the six months ended 30 June 2017, there
were no transfers between instruments in Level
1 and Level 2, or transfers into or out of Level 3
(2016: nil). The movement during the period in the
balance of Level 3 fair value measurements is as

follows: SER (20164 %) - EIE
BRABETEESKLEAR
BEINT
At 30 June At 30 June
R6H30H 6 H30H
2017 2016
20174 2016%F
RMB’000 RMB’000
AR¥Fr ARETFT
At 1 January MW1A1H 188,356 106,886
Payment for purchase BE 156,902 426,132
Net unrealised gains or HARERE B EERE
losses recognized in other REIF WL
comprehensive income BB F 5
during the period - 3,675
Proceeds from sales fE o (39,412) (15,770)
At 30 June M6 HA30H 305,846 520,923
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Notes to the Unaudited Interim Financial Report
REEZ P B R H M

For the six months ended 30 June 2017 o #(Z=201746330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUAARE T ILIIR)

24 FAIR VALUE MEASUREMENT OF FINANCIAL 24 RREEER (&F)
INSTRUMENTS (CONTINUED)

(b) Fair values of financial assets and liabilities (b) BAABEUMIRZEHE
carried at other than fair value ErREBzZAREER
The carrying amounts of the Group’s financial H201746 8308 K2016412 A
instruments carried at cost or amortised cost are 318 » A& B3 5K 2N 3k # 85 K AS
not materially different from their fair values as at 31 JIRz e TAZIREEHEAIR
December 2016 and 30 June 2017. nREBETESEREE-

25 COMMITMENTS 25 &I

(a) Capital commitments outstanding at 30 June (a) M2017FE12A31 R A KRR EF
2017 not provided for in the financial statements BHRERPRBUNEREERND
were as follows: T

At 30 June At 31 December

R6H30H Mm12H318

2017 2016

20174 2016%F

RMB’000 RMB’000

AR¥Fr AREFT

Commitments in respect of EEFIME - WE K& B

purchase of property,
plant and equipment

— Contracted for —REASR 4,230 1,038

1 28 Hanhua Financial Holding Co., Ltd.
BMESERGAERAR
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RAEER P B RS Y aE

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrigsN HAARETTIIR)

25 COMMITMENTS (CONTINUED) 25 EIE (&)

(b) The total future minimum lease payments under (b) R2017F6H30H  RE\EFTH
non-cancellable operating leases of properties BENERELSEREREEE K
were payable as follows: EEEXTHARARREEER

HMT:

At 30 June At 31 December

H6H30H Mm12A318

2017 2016

20175 20164

RMB’000 RMB’000

AR®FT AREFT

Within 1 year (inclusive) —FRN(E—F) 79,674 87,371

After 1 year but within 3 years —FUE=FR

(inclusive) (5=%) 38,184 66,086

Over 3 years ZFLAE 408 2,456

Total A&t 118,266 155,913

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

properties held under operating leases. The leases WMERNABA BBRHEEH K

typically run for an initial period of 1-5 years, at the end R—ERF -WARERARE

of which period all terms are renegotiated. None of the NEMAMBEGRR - BEBSFERA
leases include contingent rentals. Gizhe Al
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ARAEE RS M aE

For the six months ended 30 June 2017 ¢ 2201746 A30H 161 A

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

26 OUTSTANDING GUARANTEES 26 EIREE

At 30 June At 31 December

M6H30H M12H31H

2017 2016

20174 20164

RMB’000 RMB’000

AR TFT AREFor

Traditional financing guarantees BEHRME R 9,451,870 8,925,161
Bond guarantees BEHER 21,230,000 20,250,000
Financing guarantees mARER 30,681,870 29,175,161
Re-guarantee (Note) BER K (10,000,000) (10,000,000)
Subtotal INEF 20,681,870 19,175,161
Performance guarantees B # AR 11,607,739 10,947,027
Litigation guarantees FAER 508,741 508,741
Maximum amount guarantee BARERGEE 32,798,350 30,630,929
Less: Customer pledged deposits B FARE S (41,561) (17,191)
Net guarantee exposure FIERE R 32,756,789 30,613,738

Note: As at 30 June 2017, RMB10,000.0 million of bond
guarantees provided by the group have been re-

guaranteed to a Re-guarantee company.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

it 201796308 A& B R
BEBEERARE10,0000688TE
BERGHMBIERAQR-
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RACE R P H B RS R 5 YR

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB g HUAARETTIIR)

27 MATERIAL RELATED PARTY TRANSACTIONS 27T EXBREIRS

(a) Transactions with key management personnel (a) HEREBEASZENRS

Six months ended 30 June

B Z6H30H LL6f8 A HAM
2017 2016
20174 20164
RMB’000 RMB’000
AR®F AREFT
Key management personnel R EIE A B HH
remuneration 43,073 47,252

(b) Transactions with other related parties

(b) BHEMBERZXS

Six months ended 30 June

B Z6H30H LL61E A
2017 2016
20175 20164
RMB’000 RMB’000
AR¥ T AR FoT
Guarantee income BERBA 173 110
Interest income FEWA 429 -
Commission expenses FEERASIH 273 -
Acquisition of Equity Interests Uit B B B8 7 A B AR
in subsidiaries 10,700 -
Additions of loans and LB ME R REK
advances to customers 130,000 -
Additions of other payables ST 48 EL At FE A 3R 30,789 -
Providing guarantee HIMER 87,000 10,000
Releasing guarantee HHMERBR IR - (5,000)
Other Revenue H A A 3,044 1,175
Note: Biat -

() At 30 June 2017, the outstanding guarantee provided to
related parties is RMB149.0 million (31 December 2016:
30.0 million). The balances of other transactions with

related parties are disclosed in relevant notes.

R20174E6 308 « 2t FREEE H A9
EREAARE140.06 8 T (2016
F12H30H8 :30.08 & L) ° B 3
B 5 B H A 22 5 4 A AB BB P s R

& o
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2N

For the six months ended 30 June 2017 ¢ # £201746830H 161 A

REE R R BB R R S MY R

(Expressed in RMB’000 unless otherwise indicated) (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 RMB2,163.4 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
2017.

SUBSEQUENT EVENTS

On 12 July 2017, Beijing Hanhua Internet Technology Co.,
Ltd. (“Beijing Hanhua Internet”), a wholly-owned subsidiary
of the Company, transferred 80% of the equity interests
of Beijing Hanhua Information Service Co., Ltd. (“Beijing
Hanhua Information”), totalling RMB8.5 million in cash, to
Shandong Financial Assets Trade Center Co., Ltd. Upon
completion of this equity transfer, Beijing Hanhua Internet
holds 20% of the equity interests of Beijing Hanhua
Information and becomes the non-controlling shareholder of
Beijing Hanhua Information.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

28

29

30
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MAREBEAFHBERREBENES
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(TEm]) ZEMBTHRE/ARE
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TERZ-AKBERN2EZTIEN
LEMESKEERZEHAEDR -
WEEMEREHZETRNENTE
BBl - Ft - AEBERZFEBL
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BB F
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Notes to the Unaudited Interim Financial Report

RAEER P B RS Y aE

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrigsN HAARETTIIR)

31 POSSIBLE IMPACT OF AMENDMENTS, 31 REBZE2017F6H30B LFE

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
SIX MONTHS ENDED 30 JUNE 2017

A number of amendments and new standards are effective
for annual periods beginning after 1 January 2017 and earlier
application is permitted; however, the Group has not early
adopted any new or amended standards in preparing this
interim financial report.

The Group has the following updates to the information
provided in the last annual financial statements about the
possible impacts of the new standards issued but not yet
effective which may have a significant impact on the Group’s
consolidated financial statements.

HKFRS 9, Financial instruments

HKFRS 9 will replace the current standard on accounting
for financial instruments, HKAS 39, Financial instruments:
Recognition and measurement. HKFRS 9 introduces new
requirements for classification and measurement of financial
assets, calculation of impairment of financial assets and
hedge accounting. On the other hand, HKFRS 9 incorporates
without substantive changes the requirements of HKAS 39
for recognition and derecognition of financial instruments and
the classification of financial liabilities.

The Group has decided not to adopt HKFRS 9 until it
becomes mandatory on 1 January 2018. Expected impacts
of the new requirements on the Group’s financial statements
are as follows:

E M B & R EMWIERT - #
ZARBENEESE

B2017F1A18 8 ZTEEANEETIR
FETERIR I8 20 B R FF QAR
RTEATT o PAT - NSRBI 7E R4t IR h B
HER W AREFRBELENERTR
VA B s A2 B o

HYE EEMBREPFENCEME

R R A SR E /T ~ 3 I R BIE R0 7B
TEUAKEAHMBRRELE

BRENER AMEWTER-

BREMBRELENFREMTA

BAMBREEREIRSIRHK AR
CRITASHRENENRGENR
BEtERISI 28 T A EAR
G BAMHRMEEMEISRERE
MEENDBENFGE SREERE
M EMERSIATHORE -5 —
HE - BEMEREERFHHRN
CRMITAMBRMEILERURE R
BEMNDREEB S ERFEINH
MREETEENEL-

REBRFE2018F1 1B F BB
AR FOFIEN ERAT T A
R B TEEHRAEEBTBREL
TEEiR BT
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ARAEE RS M aE

For the six months ended 30 June 2017 ¢ & 2201746 3300 1-61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & 3

31 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 9, Financial instruments (Continued)

(a) Classification and measurement

HKFRS 9 contains three principal classification
categories for financial assets: measured at (1)

amortised cost,

(2) fair value through profit or loss

(FVTPL) and (8) fair value through other comprehensive
income (FVTOCI) as follows:

The classification for debt instruments is
determined based on the entity’s business
model for managing the financial assets and the
contractual cash flow characteristics of the asset.
If a debt instrument is classified as FVTOCI then
effective interest, impairments and gains/losses on
disposal will be recognized in profit or loss.

For equity securities, the classification is FVTPL
regardless of the entity’s business model. The
only exception is if the equity security is not held
for trading and the entity irrevocably elects to
designate that security as FVTOCI.
security is designated as FVTOCI then only
dividend income on that security will be recognised

If an equity

in profit or loss. Gains,
on that security will be recognised in other
comprehensive income without recycling.

losses and impairments

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

RACE R P H B RS R 5 YR

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB g HUAARETTIIR)

31 POSSIBLE IMPACT OF AMENDMENTS, 31 REZ2017F6H30H LLFE
NEW STANDARDS AND INTERPRETATIONS EEAEERERVIEE
ISSUED BUT NOT YET EFFECTIVE FOR RARBENEELE (F)
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 9, Financial instruments (Continued) ERMEREEAFEESMIE
(#)
(a) Classification and measurement (Continued) (@ DI E (&
Based on the preliminary assessment, the Group BBV LG AEEEGHHE
expects that its financial assets currently measured AIAEE R ARG E - AR REE
at amortised cost and FVTPL will continue with their ATEAHEEHITABRNERE
respective classification and measurements upon the ETRBEEVBHREERE
adoption of HKFRS 9. SN ER B AT D |G
2,
With respect to the Group’s financial assets currently HRASEBR»EARAIHH
classified as “available-forsale”, these are investments in EIMNeRMEE TREEEB
equity securities which the Group may classify as either B mEERFEIR 2E AE
FVTPL or irrevocably elect to designate as FVTOCI BRI AR ELREREDHEAIU
(without recycling) on transition to HKFRS 9. The Group AREEFEAEZFH I AERE
has not yet decided whether it will irrevocably designate AR EEREEESHE
these investments as FVTOCI or classify them as BUARBEFEEEHT AR
FVTPL. Either classification would give rise to a change iR E Wz (Al smE) o RN
in accounting policy as the current accounting policy BEHARREEEHEEERETA
for available-for-sale equity investments is to recognise BOEHIEE D B AU AREEE
fair value changes in other comprehensive income SR AR MEEREL D
until disposal or impairment, when gains or losses are BEANUNAAREEFEREZETH
recycled to profit or loss. This change in policy will AR -BEAREEBNEE
have no impact on the Group’s net assets and total WE - AHEEERKEENAR
comprehensive income but will impact on reported BEEEDHEAOFEHERER
performance amounts such as profit and earnings per TEEMGEREY RBEEEE
share. LRMER A REEEEEP - BE

SEOTR G HHHEN S
b BRBTEYEAEED
FAEANGE KN REYER
EE=3 S LR
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ARAEE RS M EE

For the six months ended 30 June 2017 o #(Z=201746330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUAARE T ILIIR)

31 REZE2017F6H30B LFE
EEME R RERNIEE] - #
HARBENEESE (H)

31 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR

THE SIX MONTHS ENDED 30 JUNE 2017

(CONTINUED)

HKFRS 9, Financial instruments (Continued) ERAMEREEAFEESMIE
(&)

(a) Classification and measurement (Continued) (a) ZEEME=ZE (&)

(b)

The classification and measurement requirements for
financial liabilities under HKFRS 9 are largely unchanged
from HKAS 39, except that HKFRS 9 requires the fair
value change of a financial liability designated at FVTPL
that is attributable to changes of that financial liability’s
own credit risk to be recognised in other comprehensive
income (without reclassification to profit or loss). The
Group currently does not have any financial liabilities
designated at FVTPL and therefore this new requirement
may not have any impact on the Group on adoption of
HKFRS 9.

Impairment

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an “expected
credit loss” model. Under the expected credit loss
model, it will no longer be necessary for a loss event to
occur before an impairment loss is recognised. Instead,
an entity is required to recognise and measure expected
credit losses as either 12-month expected credit losses
or lifetime expected credit losses, depending on the
asset and the facts and circumstances. This new
impairment model may result in an earlier recognition of
credit losses on the Group’s trade receivables and other
financial assets. However, a more detailed analysis is
required to determine the extent of the impact.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

(b)
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RAEER P B RS Y aE

For the six months ended 30 June 2017 » #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB FrigsN HAARETTIIR)

31 POSSIBLE IMPACT OF AMENDMENTS, 31 REBZE2017F6H30B LFE

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers. HKFRS
15 will replace the existing revenue standards, HKAS 18,
Revenue, which covers revenue arising from sale of goods
and rendering of services, and HKAS 11, Construction
contracts, which specifies the accounting for revenue from
construction contracts. The Group is currently assessing the
impacts of adopting HKFRS 15 on its financial statements.
Based on the preliminary assessment, the Group has
identified the following areas which are likely to be affected:

(a) Timing of revenue recognition

Currently, revenue arising from construction contracts
and the provision of services is recognised over time,
whereas revenue from the sale of goods is generally
recognised when the risks and rewards of ownership

E M B & R EMWIERT - #
HARBENEERE (F)

ERVBHREERNFIGH RAF
F&R BB A

BREV T MEERE165REY T HER
KEEFANBANZEHER -FE
%I E A F15R ARG HA
A BIE B G ERF185 - LA
(BREEEMREHRRBAELD
WA) REBGTEIFE R EEE
A (RTRRERNBAN ST RIET
A o ARBEBRLHERANBT BN R
SRAFISHEEEMBERR 2T E -
REBENL G AEECHEHIATA
EEXFEZTH:

(@) WATEZZ B

BRI REZESONUREHR—
ZIRBEENBALEREEE
R MEEEMAERARS
RITEEMME#ELNERKLE

have passed to the customers. WEBNE PR -
Under HKFRS 15, revenue is recognised when the BIEB B R EERFE155%

customer obtains control of the promised good or
service in the contract. HKFRS 15 identifies 3 situations
in which control of the promised good or service is
regarded as being transferred over time:

(@) When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

H
WARBEFPEREHNZAHRED
SR 2 PR HIRERS RERR - BB
B EERIBI5TMEE TIATY
AR BSR4 B AR A e
REEE 2 =EFER:

@ EEEAE R N AR
SRR EEOFIEHR
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B R A B R R S MY R

For the six months ended 30 June 2017 ¢ 2201746 A30H 161 A

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

31 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 15, Revenue from contracts with customers
(Continued)

(a) Timing of revenue recognition (Continued)

(b)

(b)  When the entity’s performance creates or enhances
an asset (for example work in progress) that the
customer controls as the asset is created or
enhanced;

(c) When the entity’s performance does not create
an asset with an alternative use to the entity and
the entity has an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities do not
fall into any of these 3 situations, then under HKFRS 15
the entity recognises revenue for the sale of that good
or service at a single point in time, being when control
has passed. Transfer of risks and rewards of ownership
is only one of the indicators that will be considered in
determining when the transfer of control occurs.

Significant financing component

HKFRS 15 requires an entity to adjust the transaction
price for the time value of money when a contract
contains a significant financing component, regardless
of whether the payments from customers are received
significantly in advance or in arrears.

Hanhua Financial Holding Co., Ltd.
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RACE R P H B RS R 5 YR

For the six months ended 30 June 2017 * #Z=201746A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB g HUAARETTIIR)

31 POSSIBLE IMPACT OF AMENDMENTS, 31 REZE2017F6H30B LFE

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 16, Leases

Currently the Group classifies leases into finance leases and
operating leases and accounts for the lease arrangements
differently, depending on the classification of the lease. The
Group enters into some leases as the lessor and others as
the lessee.

HKFRS 16 is not expected to impact significantly on the way
that lessors account for their rights and obligations under
a lease. However, once HKFRS 16 is adopted, lessees will
no longer distinguish between finance leases and operating
leases. Instead, subject to practical expedients, lessees will
account for all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the lease
the lessee will recognise and measure a lease liability at the
present value of the minimum future lease payments and will
recognise a corresponding “right-of-use” asset. After initial
recognition of this asset and liability, the lessee will recognise
interest expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use asset,
instead of the current policy of recognising rental expenses
incurred under operating leases on a systematic basis over
the lease term. As a practical expedient, the lessee can elect
not to apply this accounting model to short-term leases (i.e.
where the lease term is 12 months or less) and to leases of
low-value assets, in which case the rental expenses would
continue to be recognised on a systematic basis over the
lease term.
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For the six months ended 30 June 2017 o #(Z=201746330H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B Frigsh HUAARE T ILIIR)

31 POSSIBLE IMPACT OF AMENDMENTS, 31 REZE2017F6H30B LFE

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2017
(CONTINUED)

HKFRS 16, Leases (Continued)

HKFRS 16 will primarily affect the Group’s accounting as a
lessee of leases for properties, plant and equipment which
are currently classified as operating leases. The application
of the new accounting model is expected to lead to an
increase in both assets and liabilities and to impact on the
timing of the expense recognition in the statement of profit
or loss over the period of the lease. The Group will need to
perform a more detailed analysis to determine the amounts
of new assets and liabilities arising from operating lease
commitments on adoption of HKFRS 16, after taking into
account the applicability of the practical expedient and
adjusting for any leases entered into or terminated between
now and the adoption of HKFRS 16 and the effects of
discounting.

HKFRS 16 is effective for annual periods beginning on
or after 1 January 2019. The Group has decided not to
early adopt HKFRS 16 in its 2018 consolidated financial
statements.
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