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Financial Highlights

B HME

The financial information set out in this interim report are
unaudited and was prepared on a consolidated basis according
to the Hong Kong Financial Reporting Standards (“HKFRSs”).
Unless otherwise stated, the financial information of Hanhua
Financial Holding Co., Ltd.* (“Hanhua Financial” or the
“Company”, and together with its subsidiaries, the “Group”, “We”,

“our” or "us”) is expressed in RMB million.

AR HREREMBER T RERFTOL
A HEEZRESMBHRE LN (1FE
MBWELEA ) RE - FRREEHIN BE
eREEHAR2A ((BESE]IX[AL
Al EREMBARSE [ANEE] % [#
PO BEHAAREBEITIIR -

For the six months period ended 30 June

HZ6A30ALAEAHH
2018 2017
20185 20176

% of net fee % of net fee

and interest and interest

Amount income Amount income

(Expressed in RMB million, unless otherwise stated) LEFEER LFEFEER
(BREEHAMN UARBBEELIIR) 2H FIEHA 3 FIEHA
% %

Operating results REXE

Net guarantee and consulting fee income ERREHREFRA 362.3 50.5 261.5 410
Net interest and handling fee income FERFEBFRA 354.7 49.5 376.2 59.0
Net fee and interest income EFEERFISHRA 717.0 100.0 637.7 100.0
Other revenue, net Hipg A 358 11.8 1.6 8.2 1.3
Investment income BE W& 38.5 5.4 10.6 1.7
Reversal for guarantee losses BOEREEEES 1.6 0.2 13.2 2.1
Impairment losses AERERX (115.6) (16.1) (102.5) (16.1)
- Receivables for default payments —ERRER (11.3) (1.6) (44.0) (6.9)
- Micro and small loan business —-MIEEER (58.9) (8.2) (12.0) (1.9)
- Entrusted loans -REEHX (27.0) (3.8) (35.3) (5.5)
- Receivables for factoring business —ERRER (1.7) (0.2) (10.9) 1.7
- Finance lease receivables -EURERER (16.7) (2.3) (0.3) (0.1)
Operating expenses BT (408.0) (56.9) (380.0) (59.6)
- Operation and administrative expenses - ¥KRERE (400.1) (55.8) (373.9) (58.5)
- Tax and surcharges —# & &M (7.9) (1.1) 6.7) 1.1)
Net foreign exchange losses R FEA - - (0.3) -
Net trading losses AhEEEYES (41.2) (5.7) - -
Share of profits of associate BeEtERENE 9.9 1.4 9.9 1.6
Share of losses of joint venture RELEREBX (1.7) (0.2) 2.7) (0.4)
Profit before taxation AR B 212.3 29.6 194.1 30.4
Income tax FEHER (57.9) (8.1) (49.7) (7.8)
Net profit FAE 154.4 21.5 144.4 22.6

*

For identification purposes only

Hanhua Financial Holding Co., Ltd.
BESEROBRAA
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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”
have been implemented through “customer exploration and
risk management” to improve the 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 the past two years, the strategy was further
strengthened in 2018, splitting the operation of the Group into
four major business segments, namely the partnership finance
business segment, the SME lending segment, the 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 SME clients covered
by the national operating network of the Group, which primarily
include credit guarantee, capital business (capital business mainly
includes receivables for factoring business, bill discount, finance
lease, entrusted loans), financial assets management and other
services.

SME lending segment:

Currently, the SME lending segment offers micro, distributed
and integrated financial services mainly to small and individual
business proprietors and individual clients through the Group’s
network of small loan companies in Chongging, Chengdu, Tianjin,
Shenyang, Nanning, Guiyang, Nanjing, Harbin and Shenzhen.

Capital investment and management segment:

This segment provides capital investment services to a range of
SMEs that have growth potential and value, by utilization of its
own funds and raising funds through cooperation with external
institutions.
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Financial Highlights
B HEE

Other segment:

This segment represents the aggregation of other business lines
and the operational results that undertake management functions
of the headquarters and cannot be completely divided into any of
the above segments.

The Group has continued to optimise the business structure
and customer structure, provide integrated financial services to
SMEs and individuals based on the “customer-oriented” strategy,
which further yielded positive results in the first half of 2018.
For the six months period ended 30 June 2018 (the “first half
of 2018”), the Group has generated a net profit of RMB154.4
million, representing an increase of RMB10.0 million or 6.9%,
compared to the net profit of RMB144.4 million for the six months
period ended 30 June 2017 (the “first half of 2017”, or “same
period of 2017”). The business of the Group presents a steady
growth trend. The increase in net profit was mainly attributable
to the increase in the net guarantee and consulting fee income
generated from the credit guarantee business. A brief analysis is
as follows:

° Further achievement has been made as a result of
the restructuring of the credit guarantee business
of the partnership finance business segment and a
substantial increase is recorded in the net guarantee
and consulting fee income generated from the credit
guarantee business.

For the past few years, the Group has actively changed its
strategy for credit guarantee business from the traditional
single-customer retail model to the financial model of supply
chain for product wholesale, and shifted from the passive
business development model to the active marketing
initiative targeting core enterprises with high creditability
and centering on their upstream and downstream financing
needs. The Group manages the risk through control of
information flow, capital flow and logistics. Based on the
understanding on market demand, the Group provided
comprehensive financial services for SMEs at different
development stages by taking advantage of its abundant
financial licenses and relying on its operating network which
is covering a majority of regions in the PRC.
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In the first half of 2018, the net guarantee and consulting
fee income generated by the credit guarantee business of
the partnership finance business segment was RMB362.3
million, representing an increase of RMB100.8 million or
38.5%, compared to the net guarantee and consulting fee
income of RMB261.5 million for the first half of 2017.

In the first half of 2018, total guarantee and consulting fee
income of the traditional financing guarantee business was
RMB215.0 million, representing an increase of RMB61.4
million or 40.0% as compared with RMB153.6 million for the
same period of 2017. In the first half of 2018, the transaction
amount of traditional financing guarantee business was
RMB4,429.6 million, representing a decrease of RMB1,240.5
million or 21.9% as compared with RMB5,670.1 million
for the first half of 2017. As at 30 June 2018, the Group’s
outstanding guarantee balance of traditional financing
guarantee business was RMB9,831.5 million, representing
a decrease of RMB684.8 million or 6.5% as compared
with RMB10,516.3 million as at 31 December 2017. In
accordance with the relevant provisions of the financial
accounting standard, the guarantee and consulting fee
income received by the Group from customers will be
measured according to “1/365 Method” during the entire
valid period of the guarantee contract, and the unrealized
income will be included in the deferred income. In 2017,
the transaction amount of traditional financing guarantee
business increased substantially by approximately 22.3%
from 2016. The deferred income arising from a large number
of new businesses in 2017 was gradually converted into
guarantee and consulting fee income during the valid
period of guarantee contract in the first half of 2018,
thus the guarantee and consulting fee income generated
by the traditional financial guarantee business increased
substantially compared to that for the same period of 2017.
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Financial Highlights
B HEE

In the first half of 2018, total guarantee and consulting fee
income of the bond guarantee business was RMB86.3
million, representing an increase of RMB8.8 million or
11.4% as compared with RMB77.5 million for the same
period of 2017. In the first half of 2018, the Group
provided guarantees for the issuance of two bonds with
a total amount of RMB770.0 million. As at 30 June 2018,
the Group’s outstanding bond guarantee balance was
RMB23,270.0 million (31 December 2017: RMB23,350.0
million).

In the first half of 2018, total guarantee and consulting fee
income of the non-financial guarantee business (mainly
project performance guarantee business) was RMB61.8
million, representing an increase of RMB30.6 million or
98.1% as compared with RMB31.2 million for the same
period of 2017. The main reason for such increase was
due to the substantial increase in the amount of project
performance guarantee business. In view of the requirements
of the construction industry for the “project performance
guarantee” business, the Group designed the specific
products based on the operational characteristics of the
building construction industry, issued “bid guarantee,
performance guarantee and advance payment guarantee”
for the building and engineering construction enterprises
that met certain qualification requirements, and facilitated
the business development of such enterprises. Since 2016,
the Group has expanded its project performance guarantee
business and maintained a rapid growth. In the first half of
2018, the transaction amount of the project performance
guarantee business was RMB4,511.0 million, representing
an increase of RMB1,390.4 million or 44.6% as compared
with RMB3,120.6 million for the same period of 2017. As
at 30 June 2018, the balance of the project performance
guarantee business was RMB10,230.7 million, representing
an increase of RMB2,410.2 million or 30.8% as compared
with RMB7,820.5 million as at 31 December 2017.

Hanhua Financial Holding Co., Ltd.
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For more information on the operating conditions of the
credit guarantee business of the partnership finance business
segment, please refer to the section pages 24 to 34 headed
“Management Discussion and Analysis” in this report.

The Group’s net interest and handling fee income in the
first half of 2018 was RMB354.7 million, representing a
decrease of RMB21.5 million or 5.7% as compared with
RMB376.2 million for the same period of 2017.

In the first half of 2018, the net interest and handling
fee income of the SME lending segment was RMB282.9
million, representing an increase of RMB37.1 million or
15.1% as compared with RMB245.8 million for the first half
of 2017. The growth is mainly attributable to the gradual
improvement of operation as a result of credit business
structure adjustment strategy since 2015 and the continuous
growth in average monthly balance of credit business.
The average monthly balance of credit business in the
first half of 2018 was RMB5,913.2 million, representing an
increase of RMB526.1 million or 9.8% as compared with
RMB5,387.1 million in the first half of 2017. The increase in
the average monthly balance of the credit business in the
first half of 2018 was mainly the result of the remarkable
growth of “Jiaye Loan” products on the standard finance
line (i.e., the “Fangjie Loan” product mentioned in the 2017
Annual Report, the same hereinafter). Since such business
is secured by real estate with sufficient value and the risk is
relatively low, the Group intensified its efforts to the operation
since 2017. As at 30 June 2018, the balance of the “Jiaye
Loan” was RMB3,210.7 million, representing an increase of
RMB648.5 million or 25.3% as compared with RMB2,562.2
million as at 31 December 2017. As at 30 June 2018, the
balance of “Jiaye Loan” business accounted for 56.0% of
the asset balance of SME lending business, representing
an increase of 13.9 percentage points from 42.1% as at 31
December 2017.
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In the first half of 2018, the net interest and handling fee
income of the capital business of the partnership finance
business segment was RMB163.2 million, representing a
decrease of RMB33.1 million or 16.9% as compared with
the same period of 2017. Since the implementation of
the Regulations on the Supervision and Administration of
Financing Guarantee Companies and the supporting rules
for the implementation of Administrative Measures on Asset
Ratios of Financing Guarantee Companies, the subsidiaries
of the Group engaging in financing guarantee business have
gradually increased their investment in the qualified assets
such as time deposit, bond-based assets and other assets
with higher liquidity. As the level of liquidity increased, the
capital income decreased. At the same time, the rising
financing costs since 2017 have also narrowed the net profit
margin of the capital business. As at 30 June 2018, the
balance of the capital business of the partnership finance
business segment was RMB3,364.8 million, representing a
decrease of RMB316.2 million or 8.6% as compared with
RMB3,681.0 million as at 31 December 2017.

For more information on the operating conditions of capital
business, please refer to pages 34 to 38 of capital business
of partnership finance business segment and pages 39
to 51 of SME lending segment under the section headed
“Management Discussion and Analysis” in this report.

In the first half of 2018, the credit guarantee business
in the partnership finance business segment continued
to decline in terms of the amount of default payments
paid on behalf of customers and default rate, and the
quality of assets improved significantly, enabling the
provisions for guarantee losses provided for credit
guarantee business to remain stable.

In the first half of 2018, the Group reserved a total of
RMB1.6 million provisions for guarantee losses (same period
of 2017: RMB13.2 million). Provisions for credit guarantee
business are estimated mainly based on the quality of assets
in the Group’s guarantee portfolio and past experience to
ensure sufficient provisions are made for the credit guarantee
business.
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The Group paid RMB99.4 million in total on behalf of
defaulting clients in the first half of 2018, a 31.4% drop, or
RMB45.4 million, compared with RMB144.8 million in the
same period of 2017. The overall default rate of the Group
indicates the quality of its guarantee portfolio. It was 1.0%
in the first half of 2018, lower than 1.6% in the first half of
2017. The continued drop in the amount and default rate in
the first half of 2018 indicates a significant improvement in
the asset quality of credit guarantee.

Provision rate reflects the level of provisioning for future
potential default risk associated with the Group’s guarantee
portfolio. It equals to the provisions for guarantee losses
divided by ending balance of outstanding guarantee. As
at 30 June 2018, the provision rate for credit guarantee
business was 0.8% (31 December 2017: 0.8%). The
provision rate remained relatively stable.

The credit guarantee business of the partnership
finance business segment made significant progress
on the recovery of default payments of customers
in previous years. In the first half of 2018, a total of
RMB73.3 million was recovered, which resulted in a
sharp decrease in the impairment loss of receivables
for default payments.

In the first half of 2018, the Group’s impairment loss of
receivables for default payments was RMB11.3 million,
representing a decrease of RMB32.7 million or 74.3% as
compared with RMB44.0 million in the same period of
2017, which was mainly due to the overall improvement of
the Group’s business structure, customer base, product
portfolio, and risk control strategies. Since 2015, the Group
has comprehensively strengthened the post-guarantee
management, with increased frequency and intensity in post-
guarantee management. As for defaulting customers, the
Group enhanced the collateral management. In addition,
through the endless efforts of the past three years, the
recovery of receivables for default payments in previous
years gradually showed effect.

Financial Highlights

IR

REBE0I8F L¥FRENEFPX
NORERELERARKI4T
ST E2017TEREREREBEARKE
144 8B &ML - M AD AR45.4
BEIT £I831.4% - AEBEERE
RBETNALEEEREALGE 2018F
¥ EREBREXRR/1.0% 2017
FLE¥FAEEREF16%BHELET
PRAESN - 2018F ¥ FRESHERR
BENBETR HERASEER
EREGEELEMHRBERE -

BEERREAEEFRERAES RRE
ERERBEREENKT - BHERAE
REEEESHRIABAREREBER
#REE - PA2018F 6 A30H ' AEEEA
BREBOEEER0.8% (2017F12
A31H :0.8% ) i # =K TR F5 48

BUESTHEBERINERBERES
HUHBEFERAEFRERENER
ITEMBERER  2018F ¥ FR
STEWMARMISIEE T FEEHY
EWRERRERNEEREBEERXKIE
TR

KNEE2018F ¥ F KR EFRIR
BHEERBEIEBARBARKI13EE
JT BE2017TFRHZEEERMBEEL
ARM44.08 B B AR
R.7TEEL MRIE7T4.3% EXTEB &
RAEBEBER TPHE - ER
A FEBRIEFIEENEEIES -8
2015 fits  ASEEEZHEBARILREE
B EINREBEEENIEEANE - HR
BARPIRTERERMEENE
R BRAE-FONREZH UG
FEERRERBNBERARE SR
o

Interim Report 2018
ZE-N\FHHRE

13



14

Financial Highlights
B HEE

In the first half of 2018, the Group recovered default
payments of RMB73.3 million in total from defaulting
customers, representing an increase of RMB37.4 million
or 104.2% as compared with RMB35.9 million in the same
period of 2017. Meanwhile, the recovery rate in the first
half of 2018 (recovery rate = current recovery amount/
current default payments) was 73.7%, representing a
significant increase of 48.9 percentage points from 24.8%
in the same period of 2017. Furthermore, the administrative
measures for granting of performance bonuses after
“discharge of guarantee liabilities” were fully implemented
among all business personnel to further strengthen the risk
management awareness of all employees.

In the first half of 2018, the actual default payments of the
Group were RMB99.4 million, representing a decrease of
RMB45.4 million or 31.4% as compared with RMB144.8
for the first half of 2017, resulting in a declining allowance
for impairment losses of receivables for default payments.
As at 30 June 2018, the original value of the Group’s
receivables for default payments was 1,073.9 million, and the
corresponding balance of allowance for impairment losses
was RMB467.7 million. Its provision rate (provision rate =
allowance for impairment losses of receivables for default
payments/original value of receivables for default payments)
remained relatively stable at 43.6%), as compared with 43.4%
as at 31 December 2017. The Group assesses the potential
recovery possibility, recoverable amount and recovery time
for each receivable for default payments mainly based on the
counter-guarantee provided by the borrower, and compares
the present value of potentially recoverable amount with
the amount of receivables for default payments, where the
difference is recognized in the allowance for impairment
losses of the receivables for default payments.

For more information on the risk management and asset
quality indicators of the credit guarantee business in the
partnership finance business segment of the Group, please
refer to the section pages 30 to 34 headed “Management
Discussion and Analysis” in this report.
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The Group has adopted HKFRS 9 since 1 January 2018.
In accordance with the requirements of HKFRS 9, the
Group has transferred all available-for-sale financial
assets as at the beginning of the reporting period to
“financial assets measured at fair value through profit
or loss”, the “changes in fair value” in the current
period which originally should be recognised in
“owner’s equity - other comprehensive income” was
recognised in the profit or loss, resulting in net trading
losses of RMB41.2 million.

Since 1 January 2018, HKFRS 9, Financial instruments
(hereinafter referred to as “HKFRS 9”) has been
implemented. Prior to that, the financial instruments of
the Group were measured in accordance with HKAS 39,
Financial instruments: Recognition and Measurement. Under
the selected transition methods, the Group recognises the
cumulative effect of the initial application of HKFRS 9 as an
adjustment to the opening balance of equity on 1 January
2018. Comparative information is not restated. To ensure
the comparability of the data, certain financial assets-related
data for the beginning of the reporting period was presented
as data adjusted by HKFRS 9. For the details on the initial
application of HKFRS 9 by the Group, please refer to “note
2” to the unaudited interim financial report in this report.

As at 30 June 2018, the financial assets measured at fair
value through profit or loss of the Group amounted to
RMB1,867.4 million, representing an increase of RMB1,083.8
million or 138.3% as compared with the balance of this type
of financial assets of RMB783.6 million after opening balance
adjustment in accordance with HKFRS 9 on 1 January 2018.

Financial Highlights
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Financial Highlights
B HEE

The refined cost management system was gradually
formed, which established a more reasonable cost
structure and continued to increase investment on
high-calibre talents.

Since 2013, the Group implemented the “Share Incentive
Scheme” for the senior management. According to
the “Share Incentive Scheme”, a total of approximately
RMB460.0 million was accounted for as the labour cost in
the income statement of the Group from 2013 to 2020 with
a gradually decreasing trend. Of which, RMB14.1 million
was accounted for as share-based payments in the income
statement for the first half of 2018 (the first half of 2017:
RMB21.3 million).

In the first half of 2018, the Group reported operating
expenses of RMB408.0 million, representing an increase
of RMB28.0 million or 7.4% as compared with RMB380.0
million for the same period of 2017. Excluding the impact
of “Share-based payment” and “Tax and surcharges”, the
total “Operating expenses” used in daily operation and
management in the first half of 2018 would be RMB386.0
million, representing an increase of RMB34.0 million or 9.7%
as compared with RMB352.0 million in the same period
of 2017, which was attributable to rising labour costs. As
the impact of “Share-based payments” on the financial
statements declined, the Group continued to apply the cost
saved to the development of human resources. Since the
first half of 2016, the Group has nurtured talents for new
business segments such as financial assets management,
capital investment and management and other businesses.
Meanwhile, the Group continuously enhanced staff quality,
strengthened risk management and granted rewards to
business units and teams with outstanding performance.

In the first half of 2018, the Group continued to adopt cost
optimization management measures to control expenses. As
a result, various expenses as a percentage of total operating
expenses remained stable without drastic fluctuations.
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Management Discussion and Analysis
EEENWED N

BUSINESS AND FINANCIAL REVIEW EXKKkBEEE
PARTNERSHIP FINANCE BUSINESS SEGMENT BEESREKEH ST

Partnership finance business segment mainly engages in the BHESRMEBEHDBUREBEMNRZE
provision of integrated financing services for SME clients covered MEEREG TEMABERRNEERP
by the national operating network of the Group, which primarily REGAEUESHRBBERATER TE281F
include credit guarantee, capital business (capital business mainly ERER BES¥% (BoXEBTEBERE
includes receivables for factoring business, bill discount, finance INERRIE - BIRALIR REMHE  ZE
lease, entrusted loans), financial assets management and other ) eMEEERE - ULEMRE-

services.

The following table sets forth the key performance indicators of TRHEINAMTABBPAEER Y SRERS
the partnership finance business segment of the Group as of the ERIHMNBEREREEZ:
dates indicated:

For the six months

period ended 30 June Change
BZ6A30A L
~EAHE 28

(Expressed in RMB million, unless otherwise stated) 2018 2017 Amount  Percentage %
(BRBABN UAREEETIR) 20184 20175 28 K%
Operating results e
Net guarantee and consulting ERREABTFRA

fee income 362.3 261.5 100.8 38.5
Net interest and handling FIERFEBZRA

fee income 163.2 196.3 (33.1) (16.9)
Net fee and interest income FFEERFISWA 525.5 457.8 67.7 14.8
Other revenue HEA 5.5 45 1.0 22.2
Reversal for guarantee losses BEOEREEERES 1.6 13.2 (11.6) (87.9)
Impairment losses BENERE (57.9) (84.9) (26.4) (31.9)
- Receivables for default payments —EURRER (11.3) (44.0) (32.7) (74.3)
- Entrusted loans -RREHX (28.2) (29.1) (0.9) 3.1)
- Receivables for factoring business —EWRIEFR (1.7) (10.9) 9.2) (84.4)
- Finance lease receivables -ERBERER (16.7) (0.3) 16.4 5,466.7
Operating expenses EETW (177.5) (180.0) (2.5) (1.4)
- Operation and administrative expenses - XBREEEB (173.8) (176.3) 2.5) (1.4)
- Tax and surcharges —He R (3.7) (3.7) - -
Profit before taxation B A0 %) 297.2 211.2 86.0 40.7
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Management Discussion and Analysis

BERENWED

In the first half of 2018, profit before taxation of the partnership
finance business segment was RMB297.2 million, representing
an increase of RMB86.0 million or 40.7% as compared with the
same period of 2017, which was mainly due to the significant
increase in net handling fee and interest income from the
gradually apparent effect of the optimization and adjustment
of business structure and customer profile in recent years.
Additionally, with the improving quality of the assets portfolio, the
associated asset impairment losses presented a sharp decrease.
Specifically as follows:

e  Further achievement has been made as a result of
the restructuring of the credit guarantee business
of the partnership finance business segment and a
substantial increase is recorded in the net guarantee
and consulting fee income generated from the credit
guarantee business.

For the past few years, the Group has actively changed its
strategy for credit guarantee business from the traditional
single-customer retail model to the financial model of supply
chain for product wholesale, and shifted from the passive
business development model to the active marketing
initiative targeting core enterprises with high creditability
and centering on their upstream and downstream financing
needs. The Group manages the risk through control of
information flow, capital flow and logistics. Based on the
understanding on market demand, the Group provided
comprehensive financial services for SMEs at different
development stages by taking advantage of its abundant
financial licenses and relying on its operating network which
is covering a majority of regions in the PRC.

In the first half of 2018, the net guarantee and consulting
fee income generated by the credit guarantee business of
the partnership finance business segment was RMB362.3
million, representing an increase of RMB100.8 million or
38.5%, compared to the net guarantee and consulting fee
income of RMB261.5 million for the first half of 2017.
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Management Discussion and Analysis

In the first half of 2018, total guarantee and consulting fee
income of the traditional financing guarantee business was
RMB215.0 million, representing an increase of RMB61.4
million or 40.0% as compared with RMB153.6 million for the
same period of 2017. In the first half of 2018, the transaction
amount of traditional financing guarantee business was
RMB4,429.6 million, representing a decrease of RMB1,240.5
million or 21.9% as compared with RMB5,670.1 million
for the first half of 2017. As at 30 June 2018, the Group’s
outstanding guarantee balance of traditional financing
guarantee business was RMB9,831.5 million, representing
a decrease of RMB684.8 million or 6.5% as compared
with RMB10,516.3 million as at 31 December 2017. In
accordance with the relevant provisions of the financial
accounting standard, the guarantee and consulting fee
income received by the Group from customers will be
measured according to “1/365 Method” during the entire
valid period of the guarantee contract, and the unrealized
income will be included in the deferred income. In 2017,
the transaction amount of traditional financing guarantee
business increased substantially by approximately 22.3%
from 2016. The deferred income arising from a large number
of new businesses in 2017 was gradually converted into
guarantee and consulting fee income during the valid
period of guarantee contract in the first half of 2018,
thus the guarantee and consulting fee income generated
by the traditional financial guarantee business increased
substantially compared to that for the same period of 2017.

In the first half of 2018, total guarantee and consulting fee
income of the bond guarantee business was RMB86.3
million, representing an increase of RMB8.8 million or
11.4% as compared with RMB77.5 million for the same
period of 2017. In the first half of 2018, the Group
provided guarantees for the issuance of two bonds with
a total amount of RMB770.0 million. As at 30 June 2018,
the Group’s outstanding bond guarantee balance was
RMB23,270.0 million (31 December 2017: RMB23,350.0
million).
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In the first half of 2018, total guarantee and consulting fee
income of the non-financial guarantee business (mainly
project performance guarantee business) was RMB61.8
million, representing an increase of RMB30.6 million or
98.1% as compared with RMB31.2 million for the same
period of 2017. The main reason for such increase was
due to the substantial increase in the amount of project
performance guarantee business. In view of the requirements
of the construction industry for the “project performance
guarantee” business, the Group designed the specific
products based on the operational characteristics of the
building construction industry, issued “bid guarantee,
performance guarantee and advance payment guarantee”
for the building and engineering construction enterprises
that met certain qualification requirements, and facilitated
the business development of such enterprises. Since 2016,
the Group has expanded its project performance guarantee
business and maintained a rapid growth. In the first half of
2018, the transaction amount of the project performance
guarantee business was RMB4,511.0 million, representing
an increase of RMB1,390.4 million or 44.6% as compared
with RMB3,120.6 million for the same period of 2017. As
at 30 June 2018, the balance of the project performance
guarantee business was RMB10,230.7 million, representing
an increase of RMB2,410.2 million or 30.8% as compared
with RMB7,820.5 million as at 31 December 2017.

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

To cope with the complex external operating
environment, the Group constantly strengthened
liquidity management. Meanwhile, the Group actively
adjusted the structure of the capital business to
intensely develop “supply chain finance” linking
to “core leading enterprises” and enhanced the
organization and management capabilities of the
asset-end with “receivables for factoring” as an entry
point.

In the first half of 2018, the net interest and handling fee
income of the capital business of the partnership finance
business segment was RMB163.2 million, representing a
decrease of RMB33.1 million or 16.9% as compared with
the same period of 2017. Since the implementation of
the Regulations on the Supervision and Administration of
Financing Guarantee Companies and the supporting rules
for the implementation of Administrative Measures on Asset
Ratios of Financing Guarantee Companies, the subsidiaries
of the Group engaging in financing guarantee business have
gradually increased their investment in the qualified assets
such as time deposit, bond-based assets and other assets
with higher liquidity. As the level of liquidity increased, the
capital income decreased. At the same time, the rising
financing costs since 2017 have also narrowed the net profit
margin of the capital business. As at 30 June 2018, the
balance of the capital business of the partnership finance
business segment was RMB3,364.8 million, representing a
decrease of RMB316.2 million or 8.6% as compared with
RMB3,681.0 million as at 31 December 2017.

As at 30 June 2018, the balance of receivables for factoring
business was RMB1,747.0 million, representing an increase
of RMB87.1 million or 5.2% as compared to RMB1,659.9
million as at 31 December 2017. The average duration of
this type of business was 5.5 months, and 92.1% of the
business will be due within one year. Meanwhile, the balance
of entrusted loan business declined. As at 30 June 2018, the
balance of entrusted loan business of the partnership finance
business segment was RMB1,248.2 million, representing a
decrease of RMB423.1 million or 25.3% as compared with
RMB1,671.3 million as at 31 December 2017.
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In the first half of 2018, the credit guarantee business
of the partnership finance business segment continued
to decline in terms of the amount of default payments
paid on behalf of customers and default rate, while the
quality of assets continued to improve. At the same
time, significant progress was made on the recovery
of default payments of customers in previous years.
In the first half of 2018, a total of RMB73.3 million was
recovered, which resulted in a sharp decrease in the
impairment loss of receivables for default payments.

In the first half of 2018, the Group’s impairment loss of
receivables for default payments was RMB11.3 million,
representing a decrease of RMB32.7 million or 74.3% as
compared with RMB44.0 million in the same period of
2017, which was mainly due to the overall improvement of
the Group’s business structure, customer base, product
portfolio, and risk control strategies. Since 2015, the Group
has comprehensively strengthened the post-guarantee
management, with increased frequency and intensity in post-
guarantee management. As for defaulting customers, the
Group enhanced the collateral management. In addition,
through the endless efforts of the past three years, the
recovery of receivables for default payments in previous
years gradually showed effect.

In the first half of 2018, the Group recovered default
payments of RMB73.3 million in total from defaulting
customers, representing an increase of RMB37.4 million
or 104.2% as compared with RMB35.9 million in the same
period of 2017. Meanwhile, the recovery rate in the first
half of 2018 (recovery rate = current recovery amount/
current default payments) was 73.7%, representing a
significant increase of 48.9 percentage points from 24.8%
in the same period of 2017. Furthermore, the administrative
measures for granting of performance bonuses after
“discharge of guarantee liabilities” were fully implemented
among all business personnel to further strengthen the risk
management awareness of all employees.

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

In the first half of 2018, the actual default payments of the
Group were RMB99.4 million, representing a decrease of
RMB45.4 million or 31.4% as compared with RMB144.8
for the first half of 2017, resulting in a declining allowance
for impairment losses of receivables for default payments.
As at 30 June 2018, the original value of the Group’s
receivables for default payments was 1,073.9 million,
and the corresponding allowance for impairment losses
was RMB467.7 million. Its provision rate (provision rate =
allowance for impairment losses of receivables for default
payments/original value of receivables for default payments)
remained relatively stable at 43.6%, as compared with 43.4%
as at 31 December 2017. The Group assesses the potential
recovery possibility, recoverable amount and recovery time
for each receivable for default payment mainly based on the
counter-guarantee provided by the borrower, and compares
the present value of potentially recoverable amount with
the amount of receivables for default payments, where the
difference is recognized in the allowance for impairment
losses of the receivables for default payments.

The refined cost management system was gradually
formed, which established a more reasonable cost
structure and continued to increase investment on the
development of human resources.

In the first half of 2018, the total amount of operation and
administrative expense generated by the partnership finance
business segment remained relatively stable at RMB173.8
million, as compared to RMB176.3 million for the same
period of 2017.

Since 2017, the provincial agencies of the partnership
finance business segment gradually began to purchase
commercial real estates as places of business, for the
purpose of reducing the lease expenses and applying
the cost saved to the development of human resources.
Since 2015, it has increased the performance incentive
and offered extra rewards to institutions and teams with
excellent performance and great risk management quality,
while progressively adjusting the business structure and
customer structure. In the future, we will further intensify the
investment in human resource.
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Management Discussion and Analysis

BN WD

Credit guarantee

Business expansion and products

FRER

RIEH R K Eda

The following table sets forth the key performance indicators of TERHENAMTARAEER TS RER
the credit guarantee business of the partnership finance business SHOMEEEAEREBNBRESE

segment of the Group as at the dates indicated:

3

30 June 31 December

2018 2017 Change

20185 20174

6A30A 124318 &
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEFHAN UAREBERIIT) 28 Ee 2H BB %
Product distribution of ERBERERIM:

outstanding guarantee:

Traditional financing guarantee BERREER 9,831.5 10,516.3 (684.8) (6.5)
Bond guarantee BEHER 23,270.0 23,350.0 (80.0) 0.3)
Subtotal of financing guarantee balance  BEEREGBE/N&T 33,101.5 33,866.3 (764.8) (2.9)
Non-financing guarantees FREER 13,338.7 12,508.7 740.0 5.9
- Guarantee of capital preservation funds —RAESER 2,943.1 4,443 1 (1,500.0) (33.8)
- Project performance guarantee - IREHER 10,230.7 7,820.5 2,410.2 30.8
- Litigation guarantee —FREHER 164.9 335.1 (170.2) (50.8)
Total of outstanding guarantee ERGBBEA 46,440.2 46,465.0 (24.8) (0.1)

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

The Group adhered to the principles of compliant operations
and “encouragements and discouragements”, and effectively
integrated the macroeconomic control policies and industrial
policies of the government to develop the guarantee business in a
prudent, steady and appropriate manner. As at 30 June 2018, the
Group’s outstanding liability of the credit guarantee business was
RMB46,440.2 million, representing a slight decrease of RMB24.8
million or 0.1% as compared with RMB46,465.0 million as at 31

December 2017.

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 and product
portfolio. The Group’s guarantee products include guarantee
for direct financing through banks and other financing channels;
guarantees for bonds issued on the stock exchange markets,
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 project performance guarantee and surety,
and litigation guarantee.
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Traditional financing guarantee business

Traditional financing guarantee business mainly includes
bank financing guarantee and other non-bank financing
guarantees.

In the first half of 2018, total guarantee and consulting fee
income of the traditional financing guarantee business was
RMB215.0 million, representing an increase of RMB61.4
million or 40.0% as compared with RMB153.6 million for
the same period of 2017. In accordance with the relevant
provisions of the accounting standard, the guarantee and
consulting fee income received by the Group from customers
will be measured according to “1/365 Method” during
the entire valid period of the guarantee contract, and the
unrealized income will be included in the deferred income.
In 2017, the transaction amount of traditional financing
guarantee business increased substantially by approximately
22.3% from 2016. The deferred income arising from a large
number of new businesses in 2017 was gradually converted
into guarantee and consulting fee income in the first half
of 2018, thus, the guarantee and consulting fee income
generated by the traditional financial guarantee business
increased substantially compared to that for the same period
of 2017.

In the first half of 2018, the transaction amount of traditional
financing guarantee business was RMB4,429.6 million,
representing a decrease of RMB1,240.5 million or 21.9% as
compared with RMB5,670.1 million for the first half of 2017.
As at 30 June 2018, the Group’s outstanding guarantee
balance of traditional financing guarantee business was
RMB9,831.5 million, representing a decrease of RMB684.8
million or 6.5% as compared with RMB10,516.3 million as at
31 December 2017.

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

Since 2015, the Group gradually withdrew from industries
and clients with higher credit risks while actively identifying
new customers and constantly expanding its client base.
As at 30 June 2018, there were about 1,600 clients of
traditional financing guarantee business of the Group, and
the average balance of individual client was RMB6.1 million
(31 December 2017: RMB6.4 million).

Bond guarantee business

Currently, Hanhua Financing Guarantee Corporation Limited,
which mainly engaged in financing guarantee services of the
Group, has received an “AA+” long-term corporate rating
with a positive outlook from Shanghai Brilliance Credit Rating
& Investors Service Co., Ltd., Dagong Global Credit Rating
Co., Ltd. and Pengyuan Credit Rating Co., Ltd. respectively.

In the first half of 2018, total guarantee and consulting fee
income of the bond guarantee business was RMB86.3
million, representing an increase of RMB8.8 million or
11.4% as compared with RMB77.5 million for the same
period of 2017. In the first half of 2018, the Group
provided guarantees for the issuance of two bonds with
a total amount of RMB770.0 million. As at 30 June 2018,
the Group’s outstanding bond guarantee balance was
RMB23,270.0 million (31 December 2017: RMB23,350.0
million). For details of geographical structure, industry
information, information about the collaterals and maturity
profile of the issuer of the bond guarantee business, please
refer to the annual report of the Company for the year 2017.
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Non-financing guarantee

The Group also offers non-financing guarantee services
whereby the Group acts as the guarantor and undertakes to
pay one party (i.e. the creditor) a certain amount if another
party (i.e. the principal) fails to meet certain obligations
(such as fulfilling the terms of a contract). The non-financing
guarantee products mainly include guarantee of capital
preservation fund, project performance guarantee and
litigation guarantee.

In the first half of 2018, total guarantee and consulting fee
income of non-financing guarantee business was RMB61.8
million, representing an increase of RMB30.6 million or
98.1% as compared with RMB31.2 million for the same
period of 2017, which was primarily due to the substantial
increasing trend of the transaction volume of project
performance guarantee business since the second half of
2016.

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 intensely
expanding its project performance guarantee business and
maintaining rapid growth. The transaction volume of the
project performance guarantee business in the first half of
2018 was RMB4,511.0 million, representing an increase of
RMB1,390.4 million or 44.6% as compared with RMB3,120.6
million for the same period of 2017. As at 30 June 2018,
the outstanding guarantee balance of project performance
guarantee business was RMB10,230.7 million, representing
an increase of RMB2,410.2 million or 30.8% as compared
with RMB7,820.5 million as at 31 December 2017. As at
30 June 2018, there were approximately 700 clients in the
project performance guarantee business of the Group, and
the average liability balance of individual client was RMB14.6
million (31 December 2017: RMB13.0 million).

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

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 2018, the Group provided services
to a fund product managed by a fund management
company, with guarantee liability balance of RMB2,943.1
million (as at 31 December 2017: RMB4,443.1 million). The
above product will expire in September 2018.

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 decline in the market in which the fund is invested,
thereby achieving capital preservation (i.e. the Constant
Proportion Portfolio Insurance (CPPI) investment strategy).
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Management Discussion and Analysis

BERENWED

Risk management and asset quality

The following table sets forth the major asset quality indicators of

EREEREELS

TREIIARARBEREREESIAR

the credit guarantee business of the Group: REELSEE:
For the six months For the
period ended 30 June year 2017
HZ6A30A L AEAHM 0175 E
2018 2017
2018% 20175
(Expressed in RMB million, unless otherwise stated) Amount Amount Change Amount
(BEBEHHRIMN UAREEERIT) 2 Fa: 2y k2
Default rate'" KEE 1.0% 16% (0.6 pptENE) 1.3%
Default payments BONR 99.4 144.8 (31.4%) 281.7
Guarantees released BERER 9,735.4 9,215.4 5.6% 21,3911
Provision rate®? BfExe 0.8% 1.0% (0.2 pptEDE) 0.8%
Provisions for guarantee losses EREEEES 376.0 3374 11.4% 377.3
Total outstanding guarantees BERRE 46,440.2 32,798.4 41.6% 46,465.0
Loss ratio® BXE0 0.1% 05% (0.4 pptADH) 0.6%
Impairment losses for receivables ERREFNEERBEX
for default payments 1.3 440 (74.3%) 136.0
Guarantees released BERER 9,735.4 9,215.4 5.6% 21,3911
Recovery rate” BG4 73.7% 248% 489pptENH 79.7%
Recovered amount Ele % 73.3 35.9 104.2% 224.6
Default payments JERIINES 99.4 144.8 (31.4%) 281.7
Notes: PR
(1) Default payments made on default borrower’s behalf divided by total (1) REXNERABEBERBRIALEERR
guarantee released. BERE&®E-
(2)  Provisions for guarantee losses divided by the balance of the (2 BEREEEHSHRUERGBE BHIXHE
outstanding guarantees. The provision rate indicates the level of TAEEBEREGORFEEKT-
reserve which the Group set aside for the guarantee portfolio.
(8) Impairment losses of receivables for default payments divided by (B EWARERMNEEREBRGIALEER
total guarantee released. BRIEREEE -
(4) Recovered amount divided by default payments made on default (4) BREBHRIARELHERIA ERSEE

borrower’s behalf.

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

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 2018.

° Safety first: The Group adhered to the principles of unified
customer access 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 uncertainty 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 2018, the collateral coverage
of customers of traditional financing guarantee business
was 59.2% (31 December 2017: 58.7%). 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.

e Customer base upgrade: We preferred to select
the consumer industry that has growth potential and
manufacturing industry with room for development in the
emerging markets. Meanwhile, the Group firmly withdrew
from surplus industries with relatively high inventory pressure
as well as industries with inefficient resource allocation,
and gradually developed “partnership finance, supply chain
finance, listed companies and new NEEQ customers” as its
major customer base and business direction.
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Comprehensive income: While granting business units the
risk pricing power for a single business, the Group set the
principles on minimum comprehensive pricing guidelines to
achieve the balance between risk and return. Meanwhile,
the Group achieved the overall upgrade of comprehensive
income with the excellent financial instruments of the
partnership finance business cluster and even Hanhua
Financial by offering customers with integrated financial
service solutions.

Compliant credit extension: The Group published policies
on credit extension periodically and adjusted 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 RMB99.4 million in the
first half of 2018, representing a decrease of RMB45.4 million
or 31.4% as compared with RMB144.8 million in the same
period of 2017. The overall default rate of the Group shows
the quality of the Group’s guarantee portfolio. In the first half
of 2018, the Group’s default rate was 1.0%, representing
a decreasing trend as compared with 1.6% in the same
period of 2017. The continued decrease of default rate in the
first half of 2018 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 between
2015 and 2017.

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

The Group assesses the potential recovery possibility and the
amount recoverable for each receivable for default payment
mainly based on the counter-guarantee 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 recognized
in the allowance for impairment losses. In the first half
of 2018, the impairment loss of receivables for default
payments of the Group was RMB11.3 million, representing
a decrease of RMB32.7 million or 74.3% as compared with
RMB44.0 million for the first half of 2017. The decrease of
impairment loss of receivables for default payments in the
first half of 2018 was because, on the one hand, the current
receivables for default payments decreased by RMB45.4
million, and, on the other hand, the Group has enhanced
the clearance management after default payments, and the
continuous increase in value of valuable collaterals acquired
for the current default payments and default payments in
the previous years, as well as the substantial progress in
clearance and collection. Accordingly, the provision rate of
receivables for default payments (allowance for impairment
losses of receivables for default payments/original amount of
receivables for default payments) remained relatively stable at
43.6% as at 30 June 2018, as compared with the provision
rate of 43.4% as at 31 December 2017. As at 30 June 2018,
the original amount of the Group’s receivables for default
payments was RMB1,073.9 million (31 December 2017:
RMB1,045.5 million), and the corresponding balance of
loss allowance was RMB467.7 million (31 December 2017:
RMB454.0 million).

For default customers, the Group stepped up the
management on collateral and disposal of non-performing
assets so as to rapidly recover funds. In the first half of 2018,
the Group recovered cash of RMB73.3 million in aggregate
from defaulting customers (the first half of 2017: RMB35.9
million), with the recovery rate of 73.7%.
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Management Discussion and Analysis

BN WD

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 2018, the
provision rate of the Group’s credit guarantee business
remained relatively stable at 0.8% (31 December 2017:

AEBEFRBEREBOBEE AU
ATERBEASEEARBERENERS
BB EEBMIELOREEKT-
120186 A30H * AN & E {5 AR
ETEH B R 50.8% (2017412 531

0.8%).

Capital business

Business expansion and product

The following table sets forth the key performance indicators of
the capital business of the partnership finance business segment

of the Group as at the dates indicated:

H:0.8%) BEZKFRFEMBHRE
ﬁo

REH R K Eda

TREIRFARAPAEEBHSRER
KSHNBERESTENERIGIER:

30 June 1 January 31 December

2018 20181 Change 2017

20185 2018% 20178

67308 1R180 25 12/31H

(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage % Amount

(BABEERN UAREBERIT) 25 Fa 2H 0% 2&

Entrusted loans RHER 1,248.2 1,671.3 (423.1) (25.9) 1,671.3

Recelvables for factoring business JERRER 1,747.0 1,659.9 87.1 5.2 1,659.9

Finance lease receivables ERBERER 369.6 349.8 19.8 5.7 349.8

Subtotal of the balance of the capital business & £ % H &%/ it 3,364.8 3,681.0 (316.2) (8.6) 3,681.0

Balance of allowances for EEREEERE 163.3 166.8 (3.5) 2.1) 1185

impairment losses

Provision rate® REZ 4.9% 4.5% 0.4 ppt - 3.2%
BRE

Provision coverage rate® RERERC 117.6% 134.8% (17.2 ppt - 95.8%
B E)

Overdue balance of capital business CRHECERHE 394.7 323.9 70.8 21.9 323.9

Proportion of overdue capital business® EEHEEEHELY 1.7% 8.8% 2.9 ppt - 8.8%
BRE

Balance of impaired capital business EHEECELHE 138.9 123.7 15.2 12.3 1237

Proportion of the balance of EHEESERHBEHELO 4.1% 3.4% 0.7 ppt - 3.4%
impaired capital business® ER

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

Notes:

M

The Group initially applied HKFRS 9 on 1 January 2018. Based on
which, it made transition to the relevant figures as at the beginning of
the period to ensure comparability.

The balance of allowance for impairment losses divided by the
balance of capital business.

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

The balance of overdue capital business divided by the balance of
capital business.

Overdue capital business refers to capital business where all or part
of its principal or interest is overdue for 1 day or above.

This definition is applicable to all treasury business of the Group,
including capital business raised by partnership finance business
segment and SME lending business raised by SME lending segment.

The balance of impaired capital business divided by the balance of
capital business.

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 (“CBRC”) 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 prove 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 Group
regularly reviews the quality of individually significant assets of the
capital business. For capital business with impaired credit, the
amount of provision 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
the expected future cash flows from the asset.

This definition is applicable to all treasury business of the Group,
including capital business raised by partnership finance business
segment and SME lending business raised by SME lending segment.
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BERENWED

The partnership finance business segment satisfied customers’
demand for funding with different maturity, cost and trading
structure through entrusted loans, receivables for factoring
business and finance lease. In the first half of 2018, the capital
business of the partnership finance business segment generated
a total net interest and fee income amounted to RMB163.2
million, representing a decrease of RMB33.1 million or 16.9% as
compared with the total net interest and fee income of RMB196.3
million for the same period of 2017. Since the implementation
of the Regulations on the Supervision and Administration of
Financing Guarantee Companies and the supporting rules for
the implementation of Administrative Measures on Asset Ratios
of Financing Guarantee Companies, the subsidiaries of the
Group engaging in financing guarantee business have gradually
increased their investment in the qualified assets such as time
deposit, bond-based assets and other assets with higher liquidity.
As the level of liquidity increased, the capital income decreased.
As at 30 June 2018, the total balance of the capital business was
RMBS3,364.8 million, representing a decrease of RMB316.2 million
or 8.6% as compared with the balance of the capital business of
RMBS3,681.0 million as at 31 December 2017. The decrease was
mainly attributable to the decrease in the balance of entrusted
loans. As at 30 June 2018, the balance of the entrusted loan
business of the partnership finance business segment was
RMB1,248.2 million, representing a decrease of RMB423.1
million or 25.3% as compared with RMB1,671.3 million as at 31
December 2017.

Since 2016, the Group has adopted the “Supply Chain Finance”
business model to promote the coordination and integration of
the industry chain. Through the reasonable use of “receivables
for factoring and bill discounting” as the means and verification
of background information of the transactions, it ensured the
authenticity 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 the credibility of Hanhua Financial,
it introduced external funds by assets securitization, so as to offer
comprehensive financing solutions to enterprises and effectively
solve the problem of “high financing costs” for enterprises.

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

In terms of the receivables for factoring business, the Group
verified 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 were 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.

As at 30 June 2018, the balance of the receivables for the
factoring business was RMB1,747.0 million, representing
an increase of RMB87.1 million or 5.2% as compared with
RMB1,659.9 million as at 31 December 2017. The average
duration of such business was 5.5 months and 92.1% of the
amount was due within 1 year.

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”, so as to set a universal credit standard and credit line.
For details on the risk management policy of the credit guarantee
business in the partnership finance business segment, please
refer to the section headed “Risk management and asset quality”
of the credit guarantee business.
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BERENWED

Since 1 January 2018, the Group has initially applied the HKFRS
9, which proposed a new asset impairment model, namely
the “expected credit loss model” to replace the “incurred loss
model” under the HKAS 39. The “expected credit loss model” is
a forward-looking approach that predicts and makes provision
for potential losses in the future, whereas the “incurred loss
model” emphasizes actual loss and makes provision only when
there is objective evidence that a loss has been incurred for the
assets. In view of such, the partnership finance business segment
recorded the balance of allowances for impairment losses of the
capital business amounting to RMB163.3 million in accordance
with HKFRS 9 on 30 June 2018, the provision rate of the capital
business was 4.9%, representing an increase of 0.4 percentage
point as compared with the provision rate of 4.5% as at the
beginning of the period.

As at 30 June 2018, the balance of overdue capital business
under the partnership finance business segment was RMB394.7
million, representing an increase of RMB70.8 million or 21.9%
as compared with RMB323.9 million as at 31 December 2017.
This was mainly attributable to the increase in the Group’s
overdue finance lease receivables of RMB138.4 million. This type
of finance lease receivables has sufficient collateral as a risk
mitigation measure.

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

Financial asset management

In April 2017, the Group, as the promoter, jointly established
Liaoning Fu’an Financial Asset Management Co., Ltd (“Fu’an
Asset”) with three domestic companies. Fu’an Asset has a
registered capital of RMB1,000.0 million. The shareholders of
Fu’'an Asset had made contribution in cash in accordance with the
relevant requirements under the investors’ agreement. The Group
contributed RMB550.0 million and held 55.0% equity interest of
Fu'an Asset. On 4 July 2017, Fu'an Asset obtained the approval
of operation from the regulators and the filing with the CBRC was
completed on 2 January 2018.

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

The SME lending segment refers to the Group’s small loan
companies established in Chongging, Chengdu, Tianjin,
Shenyang, Nanning, Guiyang, Nanjing, Harbin and Shenzhen
as its networks, this segment provides micro, distributed and
integrated financial services and solutions mainly to small and
micro enterprises, individual business proprietors and individual
clients.
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BERENWED

Since the second half of 2015, the Group has actively adjusted
the operating strategy, with business model transformed from the
traditional “single customer retail” to “product-driven wholesale”.
In terms of service provision, it has increased investment in
information technology, lowered customer acquisition cost
through technological means, boosted operating efficiency and
improved customer service. In terms of management model,
it strengthened the corporate governance mechanism for the
synergy between the headquarters and the branches. Through
consolidating corporate resources, it achieved resources sharing
and business development driven by the headquarters. It
adopted centralization, standardization and business-line-based
management for risk control, efficiency enhancement and cost
reduction. Following three years of exploration, the SME lending
segment has developed three major business directions, namely
“micro and small finance, standard finance, platform finance”, and
core products including “Kuaixiao Loan, Jiaye Loan, Jinshui Loan

and Jiqun Loan”.

The following table sets forth the key performance indicators of
the SME lending segment of the Group as at the dates indicated:
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2 RBEFERLEMRESHROEA BB
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For the six months

period ended 30 June Change
BZ6R30A8 Lt
AER &
(Expressed in RMB million, unless otherwise stated) 2018 2017 Amount  Percentage %
(BRRBABN UAREEERIR) 2018 20174 k2 K B1%
Net interest and fee income BHERFEBRA 282.9 245.8 37.1 15.1
Other income Hit A 5.3 0.9 4.4 488.9
Impairment loss BEREEX (58.9) (12.0) 46.9 390.8
Operating expenses BET (85.2) (79.7) 5.5 6.9
Profit before taxation B A0 % 144.1 155.0 (10.9) (7.0)

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

In the first half of 2018, the SME lending segment recorded profit
before taxation of RMB144.1 million, representing a decrease of
RMB10.9 million or 7.0% from RMB155.0 million for the first half
of 2017. The decrease was mainly attributable to the increase of
impairment loss provided for in the first half of 2018 as a result of
the change in asset portfolio of the SME lending business being
greater than the increase of net interest and fee income. Among
which:

e The adjustment of the SME lending segment on
customer base and product mix started in 2015 has
achieved initial success. The net interest and handling
fee income from the SME lending segment for SMEs
showed an upward trend, which was due to the
substantial increase in the balance of the monthly
interest-bearing assets of the credit business.

In the first half of 2018, the SME lending segment
recorded net interest and fee income of RMB282.9 million,
representing an increase of RMB37.1 million or 15.1% from
RMB245.8 million in the first half of 2017. The growth is
mainly attributable to the gradual improvement of operation
as a result of the credit business structure adjustment
strategy that began in 2015. The increase in net interest
and fee income primarily comes from the average monthly
balance of credit business. The average monthly balance
of credit business in the first half of 2018 was RMB5,913.2
million, representing an increase of RMB526.1 million or
9.8% from RMB5,387.1 million in the first half of 2017. The
increase in the average monthly balance of credit business in
the first half of 2018 was mainly the result of the remarkable
growth of “Jiaye Loan” products on the standard finance line.
Since such business is secured by real estate with sufficient
value and the risk is relatively low, the Group continued to
step up its efforts to this business in 2018. As at 30 June
2018, the balance of the “Jiaye Loan” was RMB3,210.7
million, representing an increase of RMB648.5 million or
25.3% from RMB2,562.2 million as at 31 December 2017.
As at 30 June 2018, the balance of “Jiaye Loan” business
accounted for 56.0% of the asset balance of credit business,
representing an increase of 13.9 percentage points from
42.1% as at 31 December 2017.
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In the first half of 2018, the impairment loss of the SME
lending segment was RMB58.9 million, representing an
increase of RMB46.9 million from the first half of 2017.

In previous years, the micro and small loan was dominated
by “pure credit”. Since the second half of 2015, the
Group has actively adjusted the operating strategy, with
business model transformed from the traditional “single
customer retail” to the “products-driven wholesale”. In
terms of service provision, it has increased investment in
information technology, lowered customer acquisition cost
through technological means, boosted operating efficiency
and improved customer service. In terms of management
model, it relied on the headquarters for business operation.
Through consolidating corporate resources, it achieved
resources sharing and business development driven by the
headquarters. It adopted centralization, standardization and
business-line-based management for risk control, efficiency
enhancement and cost reduction. Following three years of
exploration, the SME lending segment has developed three
major business directions, namely “micro and small finance,
standard finance, platform finance”, and core products
including “Kuaixiao Loan, Jiaye Loan, Jinshui Loan and Jigun
Loan”. In particular, the “Jiaye Loan” product of which the
collateral is the residential properties held by the borrowers
increased the proportion of pledged housing in the asset
portfolio, thereby enhancing the actual quality of asset to a
certain extent.

As at 30 June 2018, overdue amount of the SME lending
segment amounted to RMB508.7 million (balance of
overdue amount within 30 days (inclusive) RMB255.1 million,
accounting for 50.1% of total overdue loans), representing
an increase of RMB145.3 million or 40.0% from the overdue
amount of RMB363.4 million as at 31 December 2017. The
increase was mainly attributable to an increase of RMB206.0
million in the overdue amount of the “Jiaye Loan” business,
which has a sufficient amount of real estate collateral as
risk mitigation measures. In addition to the “Jiaye Loan”
business, the overdue amount and overdue rate of remaining
products remained relatively stable, without significant
irregular changes.
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Management Discussion and Analysis

As at 30 June 2018, the balance of impaired loans of SME
lending section amounted to RMB130.6 million, representing
an increase of RMB15.2 million or 13.2% from the balance
of impaired loans of RMB115.4 million as at 31 December
2017. The increase was mainly due to an increase of
RMB25.0 million in the balance of impaired loans of “Lexiang
Jin” as at 30 June 2018 from the balance as at 31 December
2017.

Coupled with overdue and impairment features of products,
in the first half of 2018, a loss of RMB58.9 million from
asset impairment of SME lending segment of the Group
was incurred, representing an increase of RMB46.9 million
from RMB12.0 million at the same period in 2017. As at
30 June 2018, the allowance for impairment losses of the
SME lending segment was RMB336.4 million, the provision
rate of the SME lending segment slightly increased to 5.9%
(1 January 2018: 5.4%).

Operating expenses of the SME lending segment
increased slightly.

In the first half of 2018, the operating expenses of the SME
lending segment were RMB85.2 million, representing an
increase of RMB5.5 million or 6.9% from RMB79.7 million
of the operating expenses of the segment in the first half of
2017. The increase was mainly attributable to the increased
investment in the construction of information system and
personnel costs.
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The following table sets forth the asset quality indicators of the

TREIRFARAPAEEEEZER DB

SME lending segment of the Group as at the dates indicated: WEEBEERZT:
30 June 2018 1 January 2018 Change 31 December 2017
2018%6430H 201841 7180 #9 2017124318
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount Percentage Amount
(BREFEN UARBEELIIR) 28 25 Fad % Fad
Micro and small finance loans MIERER 1,197.3 1,488.7 (291.4) (19.6) 1,488.7
Standard finance loans BEGHEN 4,169.9 3,653.7 516.2 14.1 3,653.7
Platform finance loans FaspaEn 362.8 943.0 (580.2) (61.5) 943.0
Subtotal of loan balance ERBE N 5,730.0 6,085.4 (355.4) (5.8 6,085.4
Balance of allowances for BERERRRE 336.4 325.6 10.8 3.3 219.3
impairment
Provision rate® b 5.9% 5.4% (0.5 ppt - 3.6%
anH)
Provision coverage rate® REEEZR0 257.6% 282.1% (24.5 ppt - 190.0%
anH)
Balance of overdue loan business BHERERRE 508.7 363.4 145.3 40.0 363.4
Proportion of overdue loan business® ARERER ALY 8.9% 6.0% 2.9 ppt - 6.0%
BA%
Balance of impaired loan business EREERERRE 130.6 115.4 15.2 13.2 115.4
Proportion of balance of EHEERERRE 2.3% 1.9% 0.4 ppt - 1.90%
impaired loan business® 4l BAE
Notes: iR

0

The Group initially applied HKFRS 9 on 1 January 2018. Based on
which, it made transition to the relevant figures as at the beginning of
the period to ensure comparability.

Balance of allowances for impairment divided by the balance of the
loan business.

Allowances 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.

The balance of overdue loan business divided by the balance of
loan business. For detailed definition, please refer to page 35 of this
report.

The balance of impaired loan business divided by the balance of
loan business. For detailed definition, please refer to page 35 of this
report.
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Management Discussion and Analysis

As at 30 June 2018, the loan balance of the SME lending
segment was RMB5,730.0 million, representing a decrease of
RMB355.4 million or 5.8% from the loan balance of RMB6,085.4
million as at 31 December 2017. The decrease of the balance of
the lending business was mainly attributable to the repayment of
part of ABS finance by the SME lending segment of the Group,
resulting in a decrease in funds available for business investment.

As at 30 June 2018, the sum of balance of the standard finance
business line was RMB4,169.9 million, representing an increase of
RMB516.2 million or 14.1% from the balance of the business line
of RMB3,6583.7 million as at 31 December 2017. As a result, the
proportion of the balance of the standard finance loan business
line to the total loan balance of the SME lending business
increased from 60.0% as at 31 December 2017 to 72.8% as
at 30 June 2018. At the same time, the balance of the loans of
business lines of micro and small finance and platform finance
displayed a declining trend.

As at 30 June 2018, the overdue amount of SME lending
segment amounted to RMB508.7 million, representing an increase
of RMB145.3 million or 40.0% from the overdue amount of
RMB363.4 million as at 31 December 2017. The increase was
mainly due to an increase of RMB206.0 million in the overdue
amount of the “Jiaye Loan” business, which has a sufficient
amount of real estate collateral as risk mitigation measures.
In addition to the “Jiaye Loan” business, overdue amount and
overdue rate of the remaining products remained relatively stable
without significant irregular changes.

As at 30 June 2018, the impaired loan balance of the SME
lending business was RMB130.6 million, representing an
increase of RMB15.2 million or 13.2% from RMB115.4 million
as at 31 December 2017. The increase was mainly attributable
to an increase of RMB25.0 million in the outstanding balance
of impaired loans of “Lexiang Jin” as at 30 June 2018 from the
balance as at 31 December 2017.
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Management Discussion and Analysis

BERENWED

Coupled with overdue and impairment features of products, in the
first half of 2018, a loss of RMB58.9 million from asset impairment
of SME lending segment of the Group was incurred, representing
an increase of RMB46.9 million from RMB12.0 million in the same
period in 2017. As at 30 June 2018, the allowance for impairment
losses of the SME lending segment was RMB336.4 million, the
provision rate of the SME lending segment slightly increased to
5.9% (31 December 2017: 5.4%).

Micro and small finance loans

Micro and small loans business is a traditional segment under
the SME lending business. It mainly engaged in the provision
of credit fund to micro enterprises 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 micro enterprises 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

The micro and small loans business offers flexible credit facility
with the term generally ranging from 6 to 18 months. As at 30
June 2018, the balance of the micro and small loans business
was RMB1,197.3 million, representing a decrease of RMB291.4
million or 19.6% from the balance of RMB1,488.7 million as at
31 December 2017. 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 standard finance and platform finance. As at 30 June
2018, the micro and small loan business had 2,900 customers,
with an average balance of each loan amounted to RMB412,900
(31 December 2017: RMB402,400).

Standard finance

Standard finance products mainly include “Jiaye Loan” and
“Lexiang Jin”, of which:

e Jiaye Loan:

Jiaye Loan is a secured small loan product. It is the
loan provided to fund the operation of small and micro
enterprises, with real properties as the collaterals, where
the borrower pledges the property in favour of the Group
as primary collateral. As at 30 June 2018, the target clients
of Jiaye Loan are primarily small and micro enterprises,
individual business proprietors, and some individual clients.
The maximum principal of the loan products is usually
RMB5.0 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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Jiaye 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.

As at 30 June 2018, the balance of Jiaye Loan products
was RMB3,210.7 million (31 December 2017: RMB2,562.2
million). It had 6,670 customers with an average balance of
each loan amounting to RMB481,400 (31 December 2017:
RMB474,500).

Lexiang 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 RMB500,000 (a very
small portion of loans subject to strict requirements reaches
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.
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Management Discussion and Analysis

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 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.

As at 30 June 2018, the balance of Lexiang Jin products
was RMB762.5 million (31 December 2017: RMB1,019.9
million). It had 25,200 customers with an average balance
of each loan amounting to RMB30,300 (31 December 2017:
RMB36,800).

Platform finance

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

e Information technology platform

The Group mainly cooperates with information technology
platforms for this type of products. In particular, the
information 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 information 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 information 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 information 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.

The principal of the loan products generally ranges between
RMB500 and RMB100,000, with a term of up to 24 months.
As at 30 June 2018, the balance of information technology
platform products was RMB80.1 million (31 December 2017:
RMB384,900). It had 15,900 customers with an average loan
balance of RMB5,000 (31 December 2017: RMB2,600).

Industrial 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, conducts
independent assessment on the credit condition of the
applicants and decides whether or not to grant funds.

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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Management Discussion and Analysis

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 as well
as individuals who make direct application for loans. The
principal of the loan products generally ranges between
RMB10,000 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.

As at 30 June 2018, the balance of industrial platform
products was RMB281.7 million. It had 4,400 customers with
an average loan balance of RMB64,000 (31 December 2017:
RMB105,300).

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 2018, the Group
successfully established seven funds with external investors,
raising gross proceeds of RMB856.7 million.
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Management Discussion and Analysis

BERENWED

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 2018, it
has applied RMB445.1 million in equity investment for long term
returns from capital appreciation, and RMB349.3 million in debt
investment for stable return with the aim of effectively utilizing idle
funds to enhance capital earning.

During the first half of 2018, the income from the capital
investment and management segment was RMB5.4 million,
which was mainly attributable to the interest income from debt
investment. In addition, the Group recorded profit of RMB8.4
million due to the dividends from investees business and partial
disposal of equity interest in investees, whose fair value changes
incurred a loss of RMB4.2 million as affected by fluctuations in
market valuation.

In the meantime, the Group made provisions for asset impairment
of such debts under relevant requirements of the partnership
finance business segment in connection with risk management of
the capital business. During the first half of 2018, it made reversal
for asset impairment of RMB2.4 million in aggregate. As to equity
investment of the Group in various small and medium enterprises,
the investees maintained sound operation and showed no
indication of impairment.
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Management Discussion and Analysis

OTHER SEGMENT

Other segment is general administration at the headquarters and
other business lines and results that do not fall into any of the
preceding 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 2018, total net interest and handling fee
expenses from other segment was RMB96.7 million, representing
an increase of RMB25.5 million or 35.8% from the net interest
and handling fee expenses for the same period of 2017. This
was mainly attributable to raising in November 2017 the coupon
rate of company bonds of RMB900.0 million issued in November
2015 and the increase in handling fees and commission expenses
related to financing.

In the first half of 2018, total operating expenses from other
segment was RMB138.1 million, representing an increase of
RMB22.1 million or 19.1% from the total operating expenses of
RMB116.0 million for the first half of 2017. This is closely related
to the expansion of business segments and the increase in newly-
established organizations in the first half of 2018. The operating
expenses mainly made up of RMB14.1 million expenses on equity
incentives offered to senior management (share-based payment),
human resources cost of RMB46.2 million and other operating
expenses of RMB77.8 million, of which, human resources cost
mainly comprised the remuneration of senior management at the
level of the parent company of the Group, remuneration of the
centralized operating and management team and the construction
cost of the information system.
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Information of material associates

In 2016, the Group established Fumin Bank with six domestic
institutions. 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 2018, Fumin Bank had a
total asset of approximately RMB19,994.9 million (31 December
2017: RMB18,365.6 million) and a total liability of RMB16,949.3
million (31 December 2017: RMB15,355.3 million), of which the
balance of deposits from customers amounted to RMB6,592.7
million (31 December 2017: RMB4,119.4 million).

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

Capital structure

As at 30 June 2018, 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.

Debt-to-equity ratio

As at 30 June 2018 and 31 December 2017, our debt-to-equity
ratio (representing the total balance of interest-bearing borrowings
and financial assets sold under repurchase agreement and debts
securities issued, over total equity) was 119.7% and 110.8%
respectively.

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

Liquidity and capital resources

We have funded our working capital and other capital
requirements primarily by equity contribution from shareholders,
bank borrowings, issuance of debt securities, cash flows
generated from operations and net proceeds from the 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 2018, our cash and cash equivalents amounted to
RMB1,386.4 million. During the six months period ended 30 June
2018, 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 2018, the total outstanding borrowings amounted
to RMB9,193.1 million, among which the borrowings with fixed
interest rate amounted to RMB8,993.0 million. As at 30 June
2018, 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 2018, our outstanding guarantees totalled RMB46,440.2
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.

BEEERWED T

RBEERERER

BPEEARROBELE  RITHER - #
TEF KEEENRSRARBERAR
BEERAERENEEES REAMBMERNER
REES - BPNRDESREAERE
ZHRFHNMIERRZRER XNED
MHF-EFRROTFRRES REMMEE
BeHmLEM-

M201856 H30R  H M AT FER X IR &
B4 BARE1,386.48 87T B 20184
6A30H IE61E A AR - A E I EF A E
&M IAELPAR-

&%

PR B B SE TS 7 M 48 00 - 720184
6A30H  HAMKREEERBBAARE
9,193 1Bt EFEENEEBERAEAR
#£8,993.05 & 7T ° 1201846 A30H % M
WEKAE RFEERHAESEE:

BEREBRIRH

BMREBBXEBBERAMEEEAER
SNREBEE NIRRT ARSERIEEK
PMREREREBN2HEER R
AZHEANEREERR- 7201846 A
0B KM ABITEREBAERAAEARK
46,440.2EH & T °

B EXHEBIN RPETEEMEERER
SNg2 Bk

S L B ik OO

AEBTEAARBETEEKRS B
Itk I 488 TED i B K S JRRL i

Interim Report 2018
—E-N\FHhHHRE

95



56

Management Discussion and Analysis

BN WD

Major investment

The Group had no major investment for the six months period
ended 30 June 2018.

Major acquisition and disposal

The Group had no major acquisition and disposal for the six
months period ended 30 June 2018.

Pledge of assets

The Group’s buildings with a carrying value of RMB195.3
million as at 30 June 2018, are pledged as collateral under loan
agreements with commercial banks.

Contingent liabilities

Except for the off-balance sheet arrangements disclosed on page
55, the Group had no other significant contingent liabilities as at
30 June 2018.

INTERIM DIVIDEND

The Company will not declare an interim dividend for the six
months ended 30 June 2018.

HUMAN RESOURCES

As at 30 June 2018, the total number of employees of the Group
was 1,713 (not including advisers, interns and employees of joint-
stock corporations), among which, undergraduate level and above
was 1,426, accounting for 83%; post-secondary education and
below was 287, accounting for 17%. The Company will continue
to select, cultivate and incentivise its employees according to the
“overall management work of human resources” set out in the
section headed “Human Resources” in the 2017 annual report of
the Company.

Hanhua Financial Holding Co., Ltd.
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PROSPECTS

After three years of ongoing transformation, upgrade and strategic
planning, the Company has established a national comprehensive
financial platform that integrates equity, credit and asset trading,
while covering private banking, asset management, financing
guarantee, micro-credit, private equity fund, financial leasing,
financial factoring, trading of financial assets and a wide range of
business models. Following the strategy of partnership finance,
platform finance and eco-finance, the Company adhered to the
principle of serving the real economy in the first half of 2018. It
adopted the strategic approach of pursuing the original goal,
developing new models, bringing about cross-industry integration
and integrating the financial and industrial sectors. Capitalizing on
the strengths as a comprehensive financial platform, it promoted
the synergy of various business segments and the in-depth
integration with the real economy. As a result, all businesses
achieved stable and rapid growth, accompanied by the further
optimization of business and customer structure and the
continuous improvement of asset quality.

Looking forward, Hanhua Financial will give full play to its
comparative advantages while strengthening its investment and
financing services for SMEs. It will keep enhancing the in-depth
integration with all industrial chains and supply chains, its own
core innovation capabilities, and the abilities in fintech R&D and
application. In particular:

In terms of the partnership finance business, Hanhua Financial will
leverage its all-inclusive mix of financial tools, extensive business
network and flexible mechanism to actively market to major
and leading enterprises with high credit standing and expand
the supply chain financial business. It will aim at the “10 key
industries and 100 core enterprises” as its targets for business
development while focusing on achieving breakthroughs and
growth in home appliances, construction, information technology,
automotive aftermarket, and agriculture, rural areas and farmers
business. The objective is to effectively serve the real economy,
thereby reaching the win-win situation for Hanhua and the
industrial chain as a whole. At the same time, Hanhua Financial
will advance the partnership finance business and commence
capital cooperation with high-quality core enterprises, which will
facilitate the in-depth integration between financial capital and
industrial capital, allow both parties to take advantage of their
own strengths and bring in mutual benefits.
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Regarding the micro-credit business segment, the ongoing
business restructuring in prior periods has borne further fruits.
With asset quality improved remarkably, Hanhua Financial has
gradually established the three major business lines, namely
micro and small finance, standard finance and platform finance,
while launching core products including Kuaixiao Loan, Jiaye
Loan, Jinshui Loan and Jigqun Loan. In the future, it will continue
to build up the capabilities in offering comprehensive services for
the production and operation of small and micro enterprises, and
the needs of individual business proprietors and individual clients.
On the one hand, it will push forward the transformation towards
the product-driven wholesale model; on the other hand, it will
enhance the R&D and utilization of mobile Internet technology and
fintech. The use of technology will boost risk control efficiency,
promote product innovation, improve user experience and in turn
lower marketing and customer acquisition costs and upgrade
operating efficiency.

For the capital investment and management segment, Hanhua
Financial mainly cooperates with a wide range of industry funds
established by various levels of government and listed companies.
Currently, seven industry funds have been established with a total
size of over RMB800 million. Hanhua Financial will continue to
make use of its comprehensive financial platform to finance SMEs
with good growth and development potential under the innovative
equity + credit model while commencing in-depth cooperation
with such enterprises.

Hanhua Financial Holding Co., Ltd.
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DIRECTORS’, CHIEF EXECUTIVES’ AND
SUPERVISORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2018, the interests or short positions of the
directors (“Directors”), the chief executives of the Company
and the 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 (b) to be recorded in the register
required to be kept under section 352 of the SFO; or (c) to be
notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) contained in 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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(i) REDQTHREZ

Approximate Approximate

No. of percentage in percentage in
shares held relevant class total share
Name of (Shares) of share (%)® capital?”
Shareholder Position  Class of share  Nature of interests BEERAE EEBRRGER ERAEHZ
L By R &R Bt (B) ZBHEIL%)E  BABIHE%)O
Tu Jianhua Director Domestic Share Interests of controlled 1,497,458,628
REE - NER corporation/others (Long position)
REEEER /A (#F7) 43,66 32.55
Wang Fangfei® Director Domestic Share  Interests of controlled 231,632,653
IFEe EZ NER corporation (Long position)
RErEER (F#) 6.75 5.03
Zhang Guoxiang®®  Director Domestic Share  Beneficial owner/ 298,038,709
REIFEOW EZ NERK Interests of controlled  (Long position)
corporation (178)
EnlEAAN/XEEE
s 8.69 6.48
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Approximate Approximate
No. of percentage in percentage in
shares held relevant class total share
Name of (Shares) of share (%)® capital®
Shareholder Position  Class of share  Nature of interests BEERGBEE EEBRRHER ERAGE Y
RRE®B B R4 &5 BHME () zZBAEAE%E BABIHL(%)O
H Shares Beneficial owner 585,971
HAR ERBEBA (Long position)
(478) 0.05 0.01
Wang Dayong'¥ Director Domestic Share Beneficial owner 2,058,742
IREY = RER ERBEEA (Long position)
(4F8) 0.06 0.04
H Share Beneficial owner 360,443
HR EnBEAA (Long position)
(4F8) 0.03 0.008
Cui Weilan® Director Domestic Share Beneficial owner 2,068,742
EREY = NE R EREEA (Long position)
(478) 0.06 0.04
H Share Beneficial owner 648,005
H& EREBA (Long position)
(4F8) 0.06 0.01
Liu Jiaoyang Director Domestic Share Beneficial owner 441,159
255 S NER EREBA (Long position)
(4F8) 0.01 0.01
Liu Bolin® Director Domestic Share Interests of controlled 120,000,000
2IERo % NER corporation (Long position)
LB ER (18) 3.50 2.61
Li Ruping Supervisor  Domestic Share Beneficial owner 2,205,795
Em¥ B RER ERBEEA (Long position)
(4F8) 0.06 0.05
Chen Zhonghua Supervisor ~ Domestic Share Beneficial owner 441,159
geikes Bx R EnEAA (Long position)
(4F8) 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 Chongqging 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. (“Chongging
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 2018, 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 2018, there were 4,600,000,000 Shares of the
Company in issue.
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Save as disclosed above, as at 30 June 2018, 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.
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shares of the Company which are required to be notified to the SORE - MR AREEHF KB EKHIE336
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As at 30 June 2018, the persons (not being a Director, chief
executive of the Company or Supervisor) or corporations who
have interests or short positions in the shares or underlying

Part XV of the SFO and recorded in the register required to be
kept under section 336 of the SFO and who were directly and/or
indirectly deemed to be interested in 5% or more of the nominal
value of any class of share capital carrying rights to vote in all
circumstances at general meetings of the Company are listed as

follows:
Approximate Approximate
No. of percentage in percentage in
shares held relevant class total share
Name of (share) of share (%) capital (%)®
Shareholder Class of share Nature of interests BEROBE HEBEROGER ERAEE 2
BRRAE % 13 %8 7l ERME () RZBHEIL%)Y BAEIHE%)O

Loncin Holdings“)“)

Domestic Share

Beneficial owner/others

1,497,458,628

¥l NE R ExBBAEA (Long position)
(##7) 43.66 32.55

Loncin Group®® Domestic Share Interests of controlled 1,497,458,628

EEsEee NE R corporation/others (Long position)
REEEER/Ef (#%8) 43.66 32.55

Huitai Domestic Share Beneficial owner 295,269,848

2% NE & ERBEAEA (Long position)
(1F7) 8.61 6.42

Chongging Jiulong  Domestic Share Beneficial owner 231,532,653

BENE NE R ERBEAA (Long position)
(##7) 6.75 5.08

Wang Mingyue Domestic Share Beneficial owner 269,824,593

ST A W& B EREEA (Long position)
(1F%) 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 2018, 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 2018, 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 2018.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2018, 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 2018 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 (the “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 2018, the Company has complied with the Code Provisions.

Other Information
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Other Information

H & ¥

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 the Supervisors. After specific enquiry with all the Directors
and the Supervisors, they have confirmed full compliance with the
relevant standards stipulated in the Model Code during the six
months ended 30 June 2018.

CHANGES OF INFORMATION OF DIRECTORS
AND SUPERVISORS

On 14 April 2018, Mr. Ng Leung Sing, an independent non-
executive Director, retired as the director of The Hong Kong
Mortgage Corporation Limited.

On 21 May 2018, Mr. Yuan Xiaobin, an independent non-
executive Director, retired as an independent director of
Changjiang Securities Company Limited. In May 2018, Mr. Yuan
Xiaobin was appointed the independent director of Chongqging
Hongli Zhixin Technology Development Group Company Limited
and was appointed the independent director of Chongging
Pingwei Automobile Technology Company Limited in July 2017.

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

INTEREST OF DIRECTORS 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 2018.

SUBSEQUENT EVENT

Except as disclosed in this report, no other significant event took
place subsequent to 30 June 2018 up to the date of this report.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA
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Independent Review Report

KPMG

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 69
to 168 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 2018
and the related consolidated statement of profit or loss, statement
of profit or loss and other comprehensive income and statement
of changes in equity and condensed consolidated cash flow
statement for the six months period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation of
an interim financial report to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34,
Interim financial reporting, issued by the Hong Kong Institute of
Certified Public Accountants. The directors are responsible for
the preparation and presentation of the interim financial report in
accordance with Hong Kong Accounting Standard 34.

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

BYERA®RS

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at 30 June
2018 is not prepared, in all material respects, in accordance with
Hong Kong Accounting Standard 34, Interim financial reporting.

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

Central, Hong Kong

29 August 2018

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

For the six months ended 30 June 2018 ¢ & =2018F6 A30H (F-61E A
(Expressed in Renminbi (‘RMB”)) (AARE [ AR 5IR)

Six months ended 30 June

EZ6A30HL6MEA
2018 2017
20184 20174
No te RMB’000 RMB’000
b et AR¥FTT ARET T
(Note)
(Htzt)
Guarantee and consulting EREEBAEWRA
fee income 363,061 262,292
Re-guarantee expenses BEREHR (728) (795)
Net guarantee and consulting EREEBEFRA
_Jeeincome ] 362,338 _______ 261,497
Interest and handling fee income ~ FERFEEMA 690,768 609,292
Interest and commission expenses & & FEE T H 4(a) (336,063) (233,083)
Net interest and handling FERFEEFRA
_Jeeincome ool ] 394,705 . 876,209
Net fee and interest income RFEERFERA 3 717,038 637,706
Other income, net HAb WA - FER 11,782 8,179
Investment income % & W 4(b) 38,508 10,601
Reversal for guarantee losses EOEREEERES 1,612 13,234
Impairment losses BERERX 3 (115,631) (102,491)
Operating expenses BEXE 4(c) (407,963) (379,979)
Net trading losses NABEEHER (41,232) -
Net foreign exchange gains/(losses) [E i, /%18 %% 40 (321)
Share of profits of associate B (D X HER AR E Wt 9,945 9,838
Share of losses of joint venture HAELEBRNKRERRK (1,743) (2,659)
Profit before taxation B A1 FI 4 212,356 194,108
Income tax FrigHi 5 (57,921) (49,669)
Profit for the period AR E 154,435 144,439
Attributable to: RN
Shareholders of the Company /NS 145,145 129,493
Non-controlling interests FEVE I M A 9,290 14,946
Profit for the period H w7 154,435 144,439
Earnings per share BRE
Basic and diluted (RMB) ERERE (24 7
BB ARKT) 0.03 0.03

The notes on pages 78 to 168 form part of this interim financial

report.

SE78E =168 E FT H MY iE 18 A AN HIRA 75
R —#D -
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Consolidated Statement of Profit or Loss and Other Comprehensive Income - unaudited

AEERNEHERRAMGERER

For the six months ended 30 June 2018 ¢ & £=2018%6 A 30H (-61E A
(Expressed in RMB) (JAAR¥5I7R)

Six months ended 30 June

B Z6H30H LL6fE A
2018 2017
20184 20174
Note RMB’000 RMB’000
bt ez AR¥FTT AEEFIT
(Note)
(Kiaz)
Profit for the period HRRE 154,435 144,439
Other comprehensive income  HIRHMEE W
for the period (after tax and (BRBRELHEHFIE
reclassification adjustments):  FE#%) :
ltems that may be reclassified AEEREBRSYERE
subsequently to profit or loss: BmArIER ¢
Available-for-sale financial assets: Al ftEE & RIEE
net movement in the fair value AABEEFHE
reserve 6(a) - (19,252)
Exchange differences on BREBINGB QA
translation of financial B T R A
statements of overseas bE N E
subsidiaries (1,717) 338
Total comprehensive income HRGZeaksEs
for the period 152,718 125,525
Attributable to: EER:
Shareholders of the Company /NS 143,428 110,579
Non-controlling interests FEVE B 9,290 14,946
Total comprehensive income HRGEKREE
for the period 152,718 125,525

70

Note: The Group has initially applied HKFRS 15 and HKFRS 9 at 1
January 2018. Under the transition methods chosen, comparative

information is not restated. See Note 2.

The notes on pages 78 to 168 form part of this interim financial
report.

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

AEFZNS U BARRE

At 30 June 2018 e 220186 H30H
(Expressed in RMB) (A AREEFI7R)

At 30 June At 31 December
R6A30H M12A318
2018 2017
20184 20174
Note RMB’000 RMB 000
k=3 AR¥TFT ANRETFor
(Note)
(Kraz)
Assets BE
Cash and cash equivalents BEEe 8 1,153,370 2,436,411
Time and restricted bank deposits  #3fR /E31@ A LA L K 7E Hf
FRAMFHERRES 2,315,081 1,678,623
Trade and other receivables JRE W2 R EL At JE W R IE 9 2,163,778 1,940,509
Receivables for factoring business & Ut (R 12 3k 18 10 1,718,686 1,643,071
Loans and advances to customers ZEWE X &im 11 6,865,712 7,741,071
Financial assets measured at NAREBEFEEEES)
fair value through profit or loss ATAEHEENEREE 12 1,867,380 50,000
Available-for-sale financial assets A it &L RIEE 13 - 733,609
Finance lease receivables JE W B & TH & K 14 348,671 346,299
Repossessed assets KEEE 275,211 291,368
Property, plant and equipment ME - B R E 15 437,465 442 747
Intangible assets By EE 23,093 25,093
Interest in associates REIRERE - BEahE 1,132,449 1,111,974
Interest in joint ventures RERERE-—GEDLE 6,853 8,601
Goodwill Fﬁ 2 9,720 9,720
Deferred tax assets REFMSHEE 16 512,629 447 534
Investment properties KEUREHE 35,303 -
Total assets BEAS 18,865,401 18,906,630
Liabilities =R
Interest-bearing borrowings FTEEN 17 5,039,855 3,807,757
Financial assets sold under BEHOESRMEE
repurchase agreement 18 182,570 868,792
Deferred income REBETEESR 622,270 697,206
Provisions for guarantee losses EREEEES 375,983 377,327
Customer pledged deposits FARESZ 19 140,624 112,944
Accruals and other payables JE 51 Ko HL At JE < RRIE 20 685,070 499,719
Current tax liabilities EHMENEE 167,817 203,360
Debts securities issued ANNEE 21 3,970,699 4,267,892
Total liabilities BEEF 11,184,888 10,834,997
NET ASSETS FEE 7,680,513 8,071,633
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Consolidated Statement of Financial Position — unaudited (Continued)

REBZWNE DI EARRT ()
At 30 June 2018 * 120186 H30H
(Expressed in RMB) (JAAR¥5I7R)

At 30 June
M6H30H
2018
20184
RMB’000
ARE T

At 31 December
M12A31H
2017

20174
RMB’000

AR TFT
(Note)

(K7t)

CAPITAL AND RESERVES

Share capital
Reserves

4,600,000
2,224,445

4,600,000
2,385,952

Total equity attributable to
shareholders of the Company
Non-controlling interests

RDTBREERSBE

FEEE G

6,824,445
856,068

6,985,952
1,085,681

TOTAL EQUITY

7,680,513

8,071,633

Note: The Group has initially applied HKFRS 15 and HKFRS 9 at 1
January 2018. Under the transition methods chosen, comparative
information is not restated. See Note 2.

Approved and authorised for issue by the board of directors on 29

August 2018.

RNEEB R2018F1A1H B XRM
HKFRS 1541 HKFRS 9 o 7 & & f) &
FRT EBREBIE R E A - B E2 -

KESFHERFENR2018F8H29H

Name: Zhang Guoxiang
Position: Chairman of the Board

REF
EFSTE

The notes on pages 78 to 168 form part of this interim financial

report.

Hanhua Financial Holding Co., Ltd.
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Name: Ren Weidong
Position: Chief Financial Officer

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

ARBEENSHRREZEB R

For the six months ended 30 June 2018 o #, Z=2018%6 A30H 1618 A
(Expressed in RMB) (A AREEFI7R)

Attributable to equity shareholders of the Company

RRRRERENER
Non-
Share Share Capital  Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve eamnings Subtotal interests equity
SMEBRR —RER FEEIE RRER
BA  ROEE  EARE  WEEE  ABOE B APEFE Nt B At

RMB000  RMB000  RMB00O0  RMB000  RMBO00  RMB000  RMB0O0 — RMBO0O0  RMBO00  RMB000
ARETT ANRETT ARETT ANRETT ARETT ARKTT ARETT ARETT ARETT ARETZ

Note 23(b)  Note 23(c)f)  Note 23(c)fi) Note 23(c)ly) Note 23(c)fii) Note 23(c)iv) Note 24
Wi#ase)  WE2se)  Mi2se)  MiE2se  BE2se)i K2y Hiso4
Balance at 1 January 2017 20171 B1A {88 4,600,000 1,270,924 392,628 (3,028) 82,784 289,972 207,601 6,840,881 638,242 7,479,128
Changes in equity for the ~ HZ201756530A Lt
six months ended 6EANERZE
30 June 2017:
Profit for the period HRHE - - - - - - 129,493 129,493 14,946 144,439
Other comprehensive income ~ Eft 54 W - - (19,252) 338 - - - (18,914) - (18,914)
Total comprehensive income A ME A4 - - (19,262) 338 - - 129,493 110,579 14,946 125,625

Capital injection in subsidiaries JFZHl i ERRETE
from non-controlling interests - - - - - - -
Equity-settled share-based ~ MiEZEERRH T

450,000 450,000

payment (Note 22) (Hizt22) - - 21,321 - - - - 21,321 - 21,321
Purchase equity interest from B JEF 14 2

non-controlling interests B - - (1,050) - - - - (1,050) (15,000) (16,050)
Appropriation to surplus reserve R HATE - - - - 27,783 - (27,789) - - -

Cash dividends declared to & HARAZBR
pay to the equity shareholders %M &8 & B

of the Company - - - - - - (184,000) (184,000 - (184,000)
Cash dividends paid to BEZeEl: $ax9) ol

non-controlling interests Be k7 - - - - - - - - (35,134) (35,134)
Cash dividends declared to pay & % [[3FE 5] i

to non-controling interests & H A 7 - - - - - - - - (3,016) (3,016)

Balance at 30 June 2017 2017%56530R
- unaudited REEHNGBE 4600000 1270924 393,647 (2690 110,567 289,972 125311 6,787,731 1,080,038 7,837,769

The notes on pages 78 to 168 form part of this interim financial E78EH £ 168H P &k MY 7 18 5 A4S o 2 57 7%
report. WEM—E D
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Consolidated Statement of Changes in Equity — unaudited (Continued)
AEEBRNEOHRREREER (F)

For the six months ended 30 June 2018 o #, =2018%6 A30H 1618 A
(Expressed in RMB) (JAAR¥5I7R)

Attributable to equity shareholders of the Company

RRRRERENER
Non-
Share Share Capital  Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve earnings Subtotal interests equity
SMERR —RER FEEIE RRER
BA  ROEE  EARE  WEEE  RBOE B APEFE Nt i At

RMB000  RMB000  RMB00O0  RMB000  RMBO0O  RMB000  RMB0O0 — RMBOO0  RMBO00  RMB000
ANRETT ANRETT ARETT ARETT ARETT ARKTT ARETT AEETT ARETT ARETZ

Note 23(b)  Note 23(c)f)  Note 23(c)fi) Note 23(c)fy) Note 23(c)fii) Note 23(c)iv) Note 24
Wa2s)  WE2se)  Mi2se)  Mi2se)  BE2se)i K2 His#o4
Balance at 30 June and #201756A30H A
1 July 2017 TA1RNGE 4,600,000 1,270,924 393,647 (2,690) 110,567 289,972 125,311 6,787,731 1,050,038 7,837,769
Changes in equity for the ~ #Z201712A31H 1t
six months ended 6EANELEZE
31 December 2017:
Profit for the period BRFIE - - - - - - 13338 13338 3B643 168,071
Other comprehensive income ~ Eftz & & - - 46,659 721 - - - 47,386 - 47,386
Total comprehensive income &M@ A - - 46,659 727 - - 133,328 180,714 35,643 216,357
Equity-settled share-based ~ MIEZEERRH T
payment (Note 22) (Hiiz2) - - 17,507 - - - - 17,507 - 17,507
Purchase equity interest from & FEE 14 B2
non-controlling interests R - - - - - - - - - -
Appropriation to general RO-REBERE
reserve - - - - - 13,062 (13,062) - - -
Balance at 31 December 20175128318
2017 3 4,600,000 1,270,924 457,813 (1,963) 110,567 303,034 245577 6,985,952 1,085,681 8,071,633

The notes on pages 78 to 168 form part of this interim financial E78EH £ 1688 P&l M sk B A AN o B B 75
report. wMEW—EH Do
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Consolidated Statement of Changes in Equity — unaudited (Continued)
AEERNEHRRERSER (&)

For the six months ended 30 June 2018 o #, Z=2018%6 A30H 1618 A
(Expressed in RMB) (A AREEFI7R)

Attributable to equity shareholders of the Company

KAARESEAEE
Non-
Share Share Capital  Exchange Surplus General  Retained controlling Total
capital premium reserve reserve reserve reserve earnings Subtotal interests equity
HMERE -RER FEHM  RRER

Rx  ROEE EXAR  FEER EBAR B RIBAE Nt it ChH
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBFL ARBTT AREFT ARBTRL ARMFT ARETR AREFT ARETRZ AREFT ARETZ

Note 23(b)  Note 23(c)f)  Note 23(c)fi) Note 23(c)ly) Note 23(c)fii) Note 23(c)fiv) Note 24
Wi#ase)  WE2se)  Mi2se)  MiE2se  BE2se)i K2y Hiso4

Balance at 31 December 42017128318

2017 LEY S 4600000 1,270,024 457,813 (1,963 110567 303,034 245577 6985952 1085681 8,071,633
Impact on initial application of HKFRS 9& X ) &2

HKFRS 9 (Note 2) (H##2) - - (17,434) - - - (100,592)  (118,026) (9,826)  (127,852)
Adjusted balance at #201851A1A

1 January 2018 ARENGE 4,600,000 1,270,924 440,379 (1,963) 110,567 303,034 144,985 6,867,926 1,075,855 7,943,781
Changes in equity for the ~ HZ2018%6830A It

six months ended 6EABENERE S

30 June 2018:
Profit for the period A - - - - - - U515 145,145 9290 154,435
Other comprehensive income £ b5 4 k% - - - (1,717 - - - 1,17 - 1,17
Total comprehensive income A WA - - - 1,17) - - 145,145 143,428 9,200 152,718
Capital injection in subsidiaries 2% ER R TAF

from non-controlling interests % - - - - - - - - - -
Equity-settled share-based ~ SAERBEARH X

payment (Note 22) (fr#22) - - 14,124 - - - - 14,124 - 14,124
Purchase equity interest from B EIRHl 1

non-controlling interests R - - (17,033) - - - - (17,083)  (200,994)  (218,027)
Appropriation to surplus reserve REUE# A& - - - - - - - - - -
Cash dividends declared to the £ % 8RR 71 AR

equity shareholders of the T zRERE

Company (Note 23(2) (H#23) - - - - - - (184,000) (184,000 - (184,000)
Cash dividends paid tonon- B E £ mFEH 1%

controlling interests T zRERE - - - - - - - - (28,083) (28,083)

Balance at 30 June 2018 20186 A30H £ 4,600,000 1,270,924 437,470 (3,680) 110,567 303,034 106,130 6,824,445 856,068 7,680,513

The notes on pages 78 to 168 form part of this interim financial E78E £ 1688 Pl MY s 1 Ak AN o B B 75
report. WEM—E -
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Condensed Consolidated Cash Flow Statement — unaudited

AREZHNEPSHRERER

For the six months ended 30 June 2018 ¢ & £=2018%6 A 30H (-61E A
(Expressed in RMB) (JAAR¥5I7R)

Six months ended 30 June

B Z6H30A 6@ A
2018 2017
20185 20174
RMB’000 RMB’000
AR FTT AREFT
(Note)
(Hi7t)
Operating activities RESEE
Cash generated from/(used in) KETHEL (EFRA)D
operations B 320,401 (1,239,477)
PRC income tax paid A5 EY P AS B R (125,780) (76,321)
Net cash generated from/ REEEEES, (EA)HN
(used in) operating activities ReFHE 194,621 (1,315,798)
Investing activities RETE
Proceeds from sale of investments U [B14% & Ffr 15 X 18 156,333 22,800
Dividends received W B H) IR B D AT R /TA 1,199 484
Proceeds from sale of property, WEmE- K5 1% X
plant and equipment and B IERBIE E
other non-current assets F 5 518 48 170
Purchase of equity interests of BIEEH SN E
subsidiaries from A AR 2 AN B FRIE
non-controlling interests (218,027) (16,050)
Payment for the purchase of THEEME - REREE
property, plant and equipment FHEHMIERESEEN
and other non-current assets P (25,099) (21,694)
Payments on acquisition of SR ERRIE
investments (1,070,364) (178,481)
Net cash used in investing RETBERANREERE
activities (1,155,910 (192,771)

Hanhua Financial Holding Co., Ltd.
BESEROBRAA



Condensed Consolidated Cash Flow Statement - unaudited (Continued)
AEERNEHEHRAERER (B

For the six months ended 30 June 2018 ¢ & =2018F6 A30H (F-61E A
(Expressed in RMB) (A AREEFI7R)

Six months ended 30 June

B Z6H30A L6 A
2018 2017
20184 20174
Note RMB’000 RMB’000
Hi it ARBF T ARETF T
(Note)
(Hiat)
Financing activities B5TH
Capital injection paid from ISR
non-controlling interests - 450,000
Net decrease of financial assets EHEESREENIE
sold under repurchase FR D EE
agreement (686,222) (554,841)
Net increase of interest-bearing T EEFUF I IR
borrowings 1,246,530 315,140
Net (repayment)/proceeds from BITES (BB
the issuance of debt securities WIEFRE (311,373) 658,615
Net decrease of other interest- Hibst BB EFRDE
bearing liabilities (14,430) (18,384)
Dividends paid to non-controlling  [A) FE4% il 1 48 %5 3 5 19
interests % 8 (28,083) (35,134)
Interest paid XATEF B (295,214) (224,358)
Net cash (used in)/generated E|EZE (FH) EEW
from financing activities HEFHE (88,792) 591,038
Net decrease in cash and E¥ESRLFE
cash equivalents (1,050,081) (917,531)
Cash and cash equivalents 1A1REESRESEEY
at 1 January 2,436,411 3,512,005
Effect of foreign exchange NEERSHTE
rate changes 40 (321)
Cash and cash equivalents 6H30R R ERREEEY
at 30 June 8 1,386,370 2,594,153
Note: The Group has initially applied HKFRS 15 and HKFRS 9 at 1 Brat: AEBEE R2018F1A1H B XHEH
January 2018. Under the transition methods chosen, comparative HKFRS 15F1HKFRS 9 ° £ 3% 7F /) &
information is not restated. See Note 2. FRAT R EUE ARG EM - RIFE2 -

The notes on pages 78 to 168 form part of this interim financial E78E 1688 Tl MI sk B A AN o B B 75
report. WMEM—Z D

Interim Report 2018
—e-nEemEs (]



78

Notes to the Unaudited Interim Financial Report

2N

REE R R BB R R S MY R

For the six months ended 30 June 2018  # Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN 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 29
August 2018.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2017
annual financial statements, except for the accounting policy
changes that are expected to be reflected in the 2018 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 2017 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.
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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

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 2017 that is included in the interim financial
report as comparative information does not constitute

mRER (&)

FHIM B REREER BCHES
BEEFEAREZEEAMAE
Mz BAEN TIEERIFE24105% 4
BRZEVRENER T Y HEER
HEITER -

AP BB TS SRR AT EL A B 22017 4F
12A31H IEFEMPBE BT K
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 BRENEE
(a) Overview (a)

The HKICPA has issued a number of new HKFRSs and
amendments to HKFRSs that are first effective for the
current accounting period of the Group. Of these, the
following developments are relevant to the Group’s
financial statements:

—  HKFRS 9, Financial instruments

- HKFRS 15, Revenue from contracts with

customers

- HK(FRIC) 22, Foreign currency transactions and
advance consideration

BEGHEMAS D EMANAEE
MRS HEERERNFTNE
BB REEANNET BRI RE
FEAMERT o P B & B B 15
BERROEE:

- ABUHBHREEAFESRE
#ILA

- BEWHMmEEREI5
IR EEF & FAHA

- BB (BERMERELERRE
BEZEEg)F22% B
SREN - FEWEE
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Notes to the Unaudited Interim Financial Report

2N

A% R H B 0 R S Y R

For the six months ended 30 June 2018  # Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

2 CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

(a)

Overview (Continued)

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period, except for the amendments
to HKFRS 9, Prepayment features with negative
compensation which have been adopted at the same
time as HKFRS 9.

The Group has been impacted by HKFRS 9 in relation
to classification of financial assets and measurement of
credit losses, and not materially impacted by HKFRS
15. Details of the changes in accounting policies are
discussed in Note 2(b) for HKFRS 9 and Note 2(c) for
HKFRS 15.

Under the transition methods chosen, the Group
recognises cumulative effect of the initial application of
HKFRS 9 as an adjustment to the opening balance of
equity at 1 January 2018. Comparative information is
not restated. The following table gives a summary of the
opening balance adjustments recognised for each line
item in the consolidated statement of financial position
that has been impacted by HKFRS 9:

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

2

BEBRNEBE (#)

(a) #iak (&)

BT EBMBHRELERESRE
AER] - R BB HIEZIEFIEN
Bt DASN A B ARITIE
(Al P8 75 & 5 B R R A 2 2 R
KRR ZER BB EMBRE
#E R £ 05k RIF B B i

AEEZEBUBHMEELF
FEAFEFERAESHMEEN
DEMERBEINE &EY
BMREERFE155FERE AN ER
BBEKRTE i 2(0)M2(c)H
BNATEAV RS ERFE
SEAERIFIE B S mEERE15
SRR BR A EMAER

=

EEENBREBHRFET K&
BRI 7 E2018F1 A1HEH K
RAEBY B mE LR FORER
HESHUSAENRFTE -
H RNV B ERLSAETE
Mo EHUBHRERZEALN
BWMELERFOREANFENS
BB By ARESLNT



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

(CONTINUED)

(a) Overview (Continued)

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES

2 BHRXNEE (F&)

(a) #Eut (4F)

Impact
At on initial At
31 December application 1 January
2017 of HKFRS 9 2018
BRHAT
EBMERSE
20175 R 5958 20185
12A31H ZRMNE 1A1H
RMB’000 RMB’000 RMB’000
ARBFr ARBFT AREFT
(Note 2(b))
(Hiaz2b))
Receivables for factoring business &Y% 32 7 1,643,071 (9,727) 1,633,344
Loans and advances to customers M E R & # % 7,741,071 (149,927) 7,591,144
Finance lease receivables el & E R 346,299 (709) 345,590
Financial assets measured at NARBEFEEEES
fair value through profit or loss AFAZHERNEREE 50,000 733,609 783,609
Available-for-sale financial assets 7] {ff H & 4 @& & 733,609 (733,609) -
Deferred tax assets BLEFSHEE 447 534 32,779 480,313
Totalassets wAaE 18,906,630 (127,584) 18,779,046
Provisions for guarantee losses EREEEES (377,327) (268) (377,595)
Total liabilites mam (10,834,997)  (268) (10,835,265)
Net Assets FEE 8,071,633 (127,852 7,943,781
Reserves s (2,385,952) 118,026 (2,267,926)
Total equity attributable to BEREAEE
equity shareholders PR R B RE =
of the Group (6,985,952) 118,026 (6,867,926)
Non-controlling interests eSS (1,085,681) 9,826 (1,075,855)
Total Equity ERa (8,071,633) 127,852 (7,943,781)

Further details of these changes are set out in sub-

sections (b) and (c) of this note.

BRAZEME - SRR EARME

B (b)F (C)H#ETT 54 B -

Interim Report 2018
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation

HKFRS 9 replaces HKAS 39, Financial instruments:
recognition and measurement. It sets out the
requirements for recognising and measuring financial
assets, financial liabilities and some contracts to buy or
sell non-financial items.

The Group has applied HKFRS 9 retrospectively to items
that existed at 1 January 2018 in accordance with the
transition requirements. The Group has recognised the
cumulative effect of initial application as an adjustment
to the opening equity at 1 January 2018. Therefore,
comparative information continues to be reported under
HKAS 39.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

2

ERERENEE (&)

(b) BBUBREENFESRLHT

A BEEEMBHEERE
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B2 7 HE 1

BV BRELAFIFRRE
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[ [ B8 1 1 B 46 ¥920184F1 A 1
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 BIHEXENEE (£#)

(CONTINUED)

(b) HKFRS 9, Financial instruments, including the (b) BEEMBRELERFESFSHT
amendments to HKFRS 9, Prepayment features B GEEEBHBEHREERFI
with negative compensation (Continued) GEERIEET AEBHEZIE

BB ()
The following table summarises the impact of transition TRELTRABRFE & #
to HKFRS 9 on retained earnings and reserves and the FEERIE2018F1 A1 HERHEK
related tax impact at 1 January 2018. 22X
RMB’000
ARETFT
Retained earnings Ko ERHE
Transferred from fair value reserve (recycling) R BBz AR EBEFEEEEH:T A
relating to financial assets now measured EHEANEREERMEN
at FVPL NABERE 17,434
Recognition of additional expected RO EIINEHEREBL:
credit losses on:
financial assets measured at RHRK T ENSREE
amortised cost (150,805)
Related tax MR R 32,779
Net decrease in retained earnings 201841 A1 H K2 B #8508
at 1 January 2018 (100,592)
Fair value reserve (recycling) AREEREE
Transferred to retained earnings relating to ~ #ZEIZAABESAEE A
financial assets now measured at FVPL EHBEANESREESBNARS RIS (17,434)
Non-controlling interests FEFI R
Recognition of additional expected credit 2018F1 A1 HE IR BB AT EH
losses on financial assets measured THEEMBHEINEMEREX
at amortised cost and decrease in non- ANFE 2= I M 2 AR
controlling interests at 1 January 2018 (9,826)

Interim Report 2018
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

Further details of the nature and effect of the changes to

previous accounting policies and the transition approach

are set out below:

()

Classification of financial assets and financial
liabilities

HKFRS 9 categories financial assets into three
principal classification categories: measured
at amortised cost, at fair value through other
comprehensive income (FVOCI) and at fair value
through profit or loss (FVPL). These supersede
HKAS 39's categories of held-to-maturity
investments, loans and receivables, available-for-
sale financial assets and financial assets measured
at FVPL. The classification of financial assets
under HKFRS 9 is based on the business model
under which the financial asset is managed and its
contractual cash flow characteristics.

Non-equity investments held by the Group are
classified into one of the following measurement
categories:

- amortised cost, if the investment is held for
the collection of contractual cash flows which
represent solely payments of principal and
interest. Interest income from the investment is
calculated using the effective interest method;

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

2

BEBRNEBE (#)

(b) BBUBREENFESRLHT

A BEEEMBHEERE
REREE  RERHEZIE
B 1t ()

HBRAEGHTHRENEEHE—F
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)

BB mE R FIR
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EIHEXNEE (£)
(CONTINUED)
(b) HKFRS 9, Financial instruments, including the (b) BEEMBRELERFESFSHT
amendments to HKFRS 9, Prepayment features B GEEEBHBEHREERFI
with negative compensation (Continued) GEERIEET AEBHEZIE

BB 1t ()

() Classification of financial assets and financial (i THEEHNTHEELN D
liabilities (Continued) 2 (&)

- FVOCI - recycling, if the contractual cash - NUAREBEFEEHEE
flows of the investment comprise solely et AR MRS Y
payments of principal and interest and the IMRZILENERE®
investment is held within a business model MEEEREASMA
whose objective is achieved by both the B BEZRENEBE
collection of contractual cash flows and ABLANER & R &R
sale. Changes in fair value are recognised EAEBRXUHEZS
in other comprehensive income, except for MEERBE: AARE
the recognition in profit or loss of expected SDEHAHMES
credit losses, interest income (calculated W BT REEAE
using the effective interest method) and KoFBEWA (RER
foreign exchange gains and losses. When FIEEFAE)AREE
the investment is derecognised, the amount HERnEREANE
accumulated in other comprehensive income BmeoBRIEERZIE
is recycled from equity to profit or loss; or B Hiira a2

HERMREE AR
e UNR ik

—  FVPL, if the investment does not meet the - NUAREEFTEEEE
criteria for being measured at amortised cost BEt AEmE MRZEK
or FVOCI (recycling). Changes in the fair BRI B IR B SRR
value of the investment (including interest) are FrEENURAAEER
recognised in profit or loss. EHEEHFTAEM

ARE W BRI - R IR
ENanBEEY (8
ERE) S ANEHE

S o
I
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 » &, £2018F6 H30H (61 A

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

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

()

Classification of financial assets and financial
liabilities (Continued)

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

The following table shows the original measurement
categories for each class of the Group's financial
assets under HKAS 39 and reconciles the carrying
amounts of those financial assets determined in
accordance with HKAS 39 to those determined in
accordance with HKFRS 9.
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 SEHEMNSE (F)

(CONTINUED)

(b) HKFRS 9, Financial instruments, including the (b) BEEMBRELERFESFSHT
amendments to HKFRS 9, Prepayment features B GEEEBHBEHREERFI
with negative compensation (Continued) GEERIEET AEBHEZIE

Classification of financial assets and financial

BB 1t ()

() =HEENTHEEHD

liabilities (Continued) 2 (&)
HKAS 39 HKFRS 9
carrying carrying
amount at amount at
31 December 1 January
2017 Reclassification Remeasurement 2018
20175 2018
12831H 1B1H
EBETES ERMBERE
ERIE 23 ER o ER
RESHE ENE EfE RESREE
RMB’000 RMB 000 RMB 000 RMB 000
ANREFT  AREFT AREFT AREFT
Financial assets carried RBSRATEN
at amortised cost CREE
Receivables for factoring FEMIRE K
business 1,643,071 - (9,727) 1,633,344
Loans and advances to BHRETRBR
customers 7,741,071 - (149,927) 7,591,144
Finance lease receivables fEd B & M E 346,299 - (709) 345,590
9,730,441 - (160,363) 9,570,078
Financial assets carried UAAEBEGER
at FVPL HEHAER
BRMNERMEE
Equity instrument held for WRSREMERTLA
trading (Note) (Hiz) - 422318 - 422,318
Debt instrument held for N5 EENNER
trading (Note) TR (M) - 261,291 - 261,291
Wealth management BEER(HE)
products (Note) - 50,000 - 50,000
Non-performing asset packages R & & 50,000 - - 50,000
50,000 733,609 - 783,609
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AAEE R E M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 BINERXENEE (#)

(CONTINUED)

(b) HKFRS 9, Financial instruments, including the (b) BEEMBRELERFESFSHT
amendments to HKFRS 9, Prepayment features B GEEBUBEFEERFI
with negative compensation (Continued) GEERIIEET AEEBRHEZIE

FIEBR M (&)
() Classification of financial assets and financial () THEEHNTEHEELN D
liabilities (Continued) 2 (&)
HKAS 39 HKFRS 9
carrying carrying
amount at amount at
31 December 1 January
2017 Reclassification Remeasurement 2018
20175 2018
12A31H 1B1H
BB ER ERUBRE
$395E A ERFosER
RESHE ESE EFE HRESREH
RMB000 RMB 000 RMB 000 RMB 000
ANEEFT AREFT AREFT AREETT
Financial assets classified &5 &5 %8| $395%
as available-for-sale ZRIEAR BT M
financial assets
under HKFRS 39
Equity instrument held
for trading 422,318 (422,318) - -
Debt instrument held S y=2=K:0l:0
for trading 261,291 (261,291) - -
Wealth management products 50,000 (50,000) - -
733,609 (733,609) - -

Notes: Under HKAS 39, equity instrument, debt
instrument and wealth management products were

classified as available-for-sale financial assets.
They are classified as at FVPL under HKFRS 9.
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES 2
(CONTINUED)

BEBRNEE (#)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(b) BBUBREENFIRLHT
A BEEEMBHEERE
REREE  RERMHEZIE

BB ()
() Classification of financial assets and financial (i THEEHNTHEELN D
liabilities (Continued) 2 (&)
The measurement categories for all financial FFEe®AB BN EE5
liabilities remain the same, except for financial RETE RTEHERS
guarantee contracts. A o

Financial guarantees are contracts that require
the issuer (i.e. the guarantor) to make specified
payments to reimburse the beneficiary of the
guarantee (the “holder”) for a loss the holder incurs
because a specified debtor fails to make payment
when due in accordance with the terms of a debt
instrument.

Financial guarantees issued are initially recognised
within “deferred income” at fair value. Subsequent
to initial recognition, the amount initially recognised
as deferred income is amortized in profit or loss
over the term of the guarantee as income from
financial guarantees issued. The Group monitors
the risk that the specified debtor will default on the
contract and recognises a provision when expected
credit losses (ECLs, see Note 2(b)(ii)) on the
financial guarantees are determined to be higher
than the amount carried in “deferred income” in
respect of the guarantees (i.e. the amount initially
recognised, less accumulated amortization).

TRERZEEES LA
HRES ABEEERED
- #1777 (BB RERA)
FRETRELMEERER
XmA(FBEE)BRLENE
%o

EREREEETHRIR
NABERE /EL -
BREFER MiEEIRE
W BT B EREL AR
MERERRBRANETD
BREARBAGASHE
S AREEREARBER
AREARER S BER
M TEHI(E MR K (ECLs R It
iE2(p)(i) ) HREE Uz HO BR
MEER S REARER
T (L R VIAFER W ARE
WA RETHEH) o
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AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

()

Classification of financial assets and financial
liabilities (Continued)

To determine ECLs, the Group considers changes
in the risk of default of the specified debtor since
the issuance of the guarantee. A 12-month ECL is
measured unless the risk that the specified debtor
will default has increased significantly since the
guarantee is issued, in which case a lifetime ECL is
measured. The same definition of default and the
same assessment of significant increase in credit
risk as described in Note 2(b)(ii) apply.

As the Group is required to make payments only
in the event of a default by the specified debtor in
accordance with the terms of the instrument that
is guaranteed, an ECL is estimated based on the
expected payments to reimburse the holder for a
credit loss that it incurs less any amount that the
Group expects to receive from the holder of the
guarantee, the specified debtor or any other party.
The amount is then discounted using the current
risk-free rate adjusted for risks specific to the cash
flows.

The carrying amounts for all financial liabilities
(except financial guarantee contracts) at 1 January
2018 have not been impacted by the initial
application of HKFRS 9.

The Group did not designate or de-designate any
financial asset or financial liability at FVPL at 1
January 2018.

Hanhua Financial Holding Co., Ltd.
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2

BEBRNEBE (#)

(b) ERMBHRELAFORESHT
A BEEEMBHREERE
REREET RER W EZIE

VI8

()

S (F)
EHEEMT/EEHD

(&)

EEERHERELRE K
SEENERELRHRABE
BEBESAREDRRN
Blo-ERELR WRE
BARBKERBEZELZ M R
HHREFEHNEHER
BRETHRMGE TR
BAREK+—EANEMER
BRETHERTE - ZHN

B 5E2(b) (i) A P8 tt

EEBAEERPREZE
B AEBETIARE
B EERERBRREE
EREHXI N RERZ S A
EMERBRBELAEEE
ERERZ DA BEBER
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ERRMNEFERORS

N3
I ©
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 SEHEMNSE (F)

(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(b) BBUBREENFIRLHT
A BEEEMBHEERE
REREE  RERMHEZIE

BB (F)
(i) Credit losses (i) 1EHEX

HKFRS 9 replaces the “incurred loss” model in
HKAS 39 with the ECL model. The ECL model
requires an ongoing measurement of credit risk
associated with a financial asset and therefore
recognises ECLs earlier than under the “incurred
loss” accounting model in HKAS 39.

The Group applies the new ECL model to the
following items:

BB HmE LR EIRE
A TEMERBR]ER
BRTEBETERFIR
HRFHEHLEBRR]IR
o [EHERER] R
KB HeREENER
R A EREHRSE
RERFOFAERT - KEEE
RIBAMERRHENEE
Bt ERIE395 ER -

& IR AR
R IEE A

- Financial assets measured at amortized — RESKAFTENSRE
cost(including cash and cash equivalents, EE(REReEES
receivables for factoring business, loans and LEY BRIRER.
advances to customers); BRERRBAR) :

-~  Finance lease receivables; - BEURREREEF:

— Receivables for default payments; and

—  Financial guarantee contracts issued (see Note

2()

Financial assets measured at fair value, including
equity instrument, debt instrument and wealth
management products, are not subject to the ECL
assessment.

- REWRER: X

- ERBEEE#E (ZF
it2())

NARBEFENSTRE
E RREEaIA BB
AMBMER TXEHE
RIEBRNTE-
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AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

2 CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

BEBRNEBE (#)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(i) Credit losses (Continued)

Measurement of ECLs

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

The expected cash shortfalls are discounted using
the following discount rates where the effect of
discounting is material:

—  fixed-rate financial assets and trade and other
receivables: effective interest rate determined
at initial recognition or an approximation
thereof;

— variable-rate financial assets: current effective
interest rate;

— lease receivables: discount rate used in the
measurement of the lease receivable;

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

Hanhua Financial Holding Co., Ltd.
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B 1t ()

(i) 15/HEx (&)
BHERERNGE

BHREREBRS RENEE
EHNRERSEENSRT
BERBRMINEFI9E -
EREBEX BREAKEEZR
RERMEFRDN - REE
REKNMEARRESRE
HEHWRHIBERERE
ZHEWNER A2HRERE
BREVIR(E -

TEHR S MERAUATHMN
TETHE TN ER
K

- BEEMXEEBEEME
Ut b2 EL At B WK R - 3%
YA FERR I B0 A ORI
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EIHEXNEE (£)
(CONTINUED)
(b) HKFRS 9, Financial instruments, including the (b) ERUBBREEAEIRELHT
amendments to HKFRS 9, Prepayment features B BIEEBHEREERZE9
with negative compensation (Continued) WEREET BEEER#EZIE

BTt ()

(i) Credit losses (Continued) (i) 15HEX (&)

Measurement of ECLs (Continued)

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

ECLs are measured on either of the following
bases:

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

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

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

BEHERBRRNEIE (/)

EHEERERERRK A
SEEEREFTRANE
MERFH A IR A TR E
S -HRBRELEMN B
AR AR A B S R R G B
H FERI ©

FEEERERRN T HE

1TEHE

—  RIK12EARNTEERER
BR REREEGE
FB&12(8 A AP A
BTAENESRMTAENSE
HimBRHEEERE
e

- EEGEHEHERE
X EEAEHMTAR
EFR FEHRmAE R
EEENENFEMHFME
BEFEEE MK

R Uit R L At B USSR TR Y R B
BHETBEHHEEEFESRE
HERBRETHE -ER
TH - EEEREEMNED
ERBEAERAERAEE
ELERERABEENERS
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AAEE R E M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EBERENSE (F)

(CONTINUED)

(b) HKFRS 9, Financial instruments, including the (b) BEEMBRELERFESFSHT
amendments to HKFRS 9, Prepayment features B GEEBUBEFEERFI
with negative compensation (Continued) GEERIIEET AEEBRHEZIE

94

(i) Credit losses (Continued)

Measurement of ECLs (Continued)

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

Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of default
occurring on the financial instrument assessed at
the reporting date with that assessed at the date
of initial recognition. In making this reassessment,
the Group considers that a default event occurs
when (i) the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse
by the Group to actions such as realising security
(if any is held); or (i) the SME lending is 7 days
past due and the other financial assets are 30 days
past due. The Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available without
undue cost or effort.
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For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(i) Credit losses (Continued)

Significant increases in credit risk (Continued)

In particular, the following information is taken into
account when assessing whether credit risk has

increased significantly since initial recognition:

— failure to make payments of principal or —

interest on their contractually due dates;

— an actual or expected significant deterioration —
in a financial instrument’s external or internal

credit rating (if available);

— an actual or expected significant deterioration —

in the operating results of the debtor; and

2 BHRXNEE (F&)

(b) BEBUBRELENFOREHT
R BEEEBIBHREERE
HERIEET RERMHEZIE
BBt ()

(i) 1=/HEX (&)
ERARBREEN (&)

FEHEERE AR B Vi R
BRELBERNE AKH
EZREMEERE:

B AREZRARZH
B X AR MA S S
o

DL AN SR
T AmSaEsk R Ek{s A
FHR (BN ERES
1t

OB A Bl TR BN (B 7
ARERRNBRESR
It AR

existing or forecast changes in the
technological, market, economic or legal
environment that have a significant adverse

— BEOHREBORNG -
4 4 A IR
Bk LHHEBAY

effect on the debtor’s ability to meet its

obligation to the Group.

Depending on the nature of the financial
instruments, the assessment of a significant
increase in credit risk is performed on either an

AEE MR RN EE
EATHEE-

BEeRIANMEE K&
BABRSRMTAXSRT
HAaRERIHEAR

individual basis or a collective basis. When the R REEEM - LAERT

assessment is performed on a collective basis, the
financial instruments are grouped based on shared
credit risk characteristics, such as past due status

and credit risk ratings.

HAA BEWETHER
RE BRI ER K RIERRER
HEEeMIARITHE.
{707 B B A0S A Rk 5F

Interim Report 2018
—E-N\FHhHHRE

95



96

Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(i) Credit losses (Continued)
Significant increases in credit risk (Continued)

ECLs are remeasured at each reporting date to
reflect changes in the financial instrument’s credit
risk since initial recognition. Any change in the
ECL amount is recognised as an impairment gain
or loss in profit or loss. The Group recognises an
impairment gain or loss for all financial instruments
with a corresponding adjustment to their carrying
amount through a loss allowance account,
except for investments in debt securities that are
measured at FVOCI (recycling), for which the loss
allowance is recognised in other comprehensive
income and accumulated in the fair value reserve
(recycling).
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RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EIHEXNEE (£)
(CONTINUED)
(b) HKFRS 9, Financial instruments, including the (b) BEEMBRELERFESFSHT
amendments to HKFRS 9, Prepayment features B GEEEBHBEHREERFI
with negative compensation (Continued) GEERIEET AEBHEZIE

BB 1t ()

(i) Credit losses (Continued) (i) 1EFHEX(E)

Basis of calculation of interest income on credit-
impaired financial assets

Interest income is calculated based on the gross
carrying amount of the financial asset unless
the financial asset is credit-impaired, in which
case interest income is calculated based on the

EREERARENERE
ERF B AT EER

AEEERREBEEN
REES B ERNBWA R
FZREREECELER
WA MBWARER SR

amortised cost (i.e. the gross carrying amount less BEMESKA (B ERE
loss allowance) of the financial asset. HEBREBREEHR)TE
iy o

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

AEEHEEERBERAMG
NEBHRRAGTENEREE
EEEELEEARE-EY
TREERHRKRSRE
AR EZEN—HLZ A
EHBRLR ZEREEK
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AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(i) Credit losses (Continued)

Basis of calculation of interest income on credit-
impaired financial assets (Continued)

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

— significant financial difficulties of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal payments;

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

— significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor; or

— the disappearance of an active market for a
security because of financial difficulties of the
issuer.
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For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EIHEXNEE (£)
(CONTINUED)
(b) HKFRS 9, Financial instruments, including the (b) BEEMBRELERFESFSHT

amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(i) Credit losses (Continued)

Write-off policy

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

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

Opening balance adjustment

As a result of this change in accounting policy, the
Group has recognised additional ECLs amounting
to RMB160.6 million, which decreased retained
earnings by RMB118.0 million and non-controlling
interests by RMB9.8 million and increased deferred
tax assets by RMB32.8 million at 1 January 2018.
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AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(i) Credit losses (Continued)
Opening balance adjustment (Continued)

The following table reconciles the closing loss
allowance determined in accordance with HKAS
39 as at 31 December 2017 with the opening loss
allowance determined in accordance with HKFRS 9
as at 1 January 2018.

2

ERERENEE (&)

(b) BBUBREENFESRLHT
A BEEEMBHEERE
REREE  RERHEZIE

B 1t ()

(i)

EHRX (&)

ISR (&)

TR T2017F12 A31

REFEER

R FE 3958 4

AT AREZHSBEEN
B DA AR BB 15 3R
EEAFORERA TS E
BEMNREEFGNARE-

Loss allowance Additional credit

Loss allowance

at 31 December loss recognised at 1 January
2017 under at 1 January 2018 under
HKAS 39 2018 HKFRS 9
EBEH ERMERE
% B 58395 20184 R 5E95
ERTH 1A1BRE ERTH
HEERE EHEEME REEE
RMB’000 RMB’000 RMB’000
AREFor AREFT AREFT
Receivables for default MR ER
payments 454,040 - 454,040
Receivables for factoring FEWRIE K
business 16,853 9,727 26,580
Loans and advances to BERERRBK
customers 324,313 149,927 474,240
Finance lease receivables KR ERER 3,526 709 4,235
Provisions for guarantee EREBEEEES
losses 377,327 268 377,595
Total B 1,176,059 160,631 1,336,690
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For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EIHEXNEE (£)
(CONTINUED)
(b) HKFRS 9, Financial instruments, including the (b) BEEMBRELERFESFSHT
amendments to HKFRS 9, Prepayment features B GEEEBHBEHREERFI
with negative compensation (Continued) GEERIEET AEBHEZIE

BB 1t ()

(i) Hedge accounting (i) ERfEEl
The Group currently does not have any hedge AEEBRSBEERESRE
business and therefore the adoption of HKFRS 9 % EUEHBE ST ®
has not had a significant impact on the Group’s HEBFESREABZ I D
financial statements in this regard. HAEEMMBEHRELBE

S 48
AFE-

(iv) Transition () EEEEEE
Changes in accounting policies resulting from KRB BT BHmEERFE
the adoption of HKFRS 9 have been applied SRAERRBRNEFHRES
retrospectively, except as described below: BEBE BRTLATER:
- Information relating to comparative periods — HIHENEBEIEE
has not been restated. Differences in the TE-RKABE BTG
carrying amounts of financial assets resulting R E R E TR 2 AIE
from the adoption of HKFRS 9 are recognised TRMEEMNERESEMN
in retained earnings and reserves as at 1 =R E2018F181H
January 2018. Accordingly, the information R AR D B A B
presented for 2017 continues to be reported o ABIEHL - 20176 Y
under HKAS 39 and thus may not be P ERNEE S et
comparable with the current period. AR 395 HE RIETT I
B AU EE BREIERR

BRI -
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(iv) Transition (Continued)

- The following assessments have been made
on the basis of the facts and circumstances
that existed at 1 January 2018 (the date of
initial application of HKFRS 9 by the Group):

— the determination of the business model
within which a financial asset is held;

- If, at the date of initial application, the
assessment of whether there has been a
significant increase in credit risk since initial
recognition would have involved undue cost or
effort, a lifetime ECL has been recognised for
that financial instrument.

(c) HKFRS 15, Revenue from contracts with
customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue and some costs from contracts
with customers. HKFRS 15 replaces HKAS 18,
Revenue, which covered revenue arising from sale
of goods and rendering of services, and HKAS 11,
Construction contracts, which specified the accounting
for construction contracts.

Hanhua Financial Holding Co., Ltd.
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2

ERERENEE (&)

(b) BBUBREENFESRLHT

A BEEEMBHEERE
REREE  RERHEZIE
B 1t ()

(v) THEEBE (£&)

— HRK2018%F1A1H
(REEHRRAES
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

(c)

(d)

HKFRS 15, Revenue from contracts with
customers (Continued)

The Group performed an assessment of the new
standard and concluded that the current treatment of
revenue from contracts with customers is consistent
with the new principles and there is no transition impact
to retained earnings.

HK(IFRIC) 22, Foreign currency transactions and
advance consideration

This interpretation provides guidance on determining
for the purpose of
determining the exchange rate to use on initial

“the date of the transaction”

recognition of the related asset, expense or income (or
part of it) arising from a transaction in which an entity
receives or pays advance consideration in a foreign
currency.

The Interpretation clarifies that “the date of the
transaction” is the date on initial recognition of the non-
monetary asset or liability arising from the payment or
receipt of advance consideration. If there are multiple
payments or receipts in advance of recognising the
related item, the date of the transaction for each
payment or receipt should be determined in this way.
The Group currently does not have any foreign business
and therefor the adoption of HK(IFRIC) 22 does not have
any material impact on the financial position and the
financial result of the Group.

(c)

(d)

BEBRNEE (#)

ERMBHREENF15H K
BEEFERBKA (&)

AEEFETHENARSER
KEEP A KU AR 5K BT H
EHZ -3 BN RS R
MESBBBOTE-

&8 (BRMBEREERRE
Z8Y) 825 IEXZHHE
11 TR E

ZEREHN T RERINEETTE
/ TRUREH B - 1 & TR
HEAEE BRHEWA (S
DIFRABINEEERN [R5
Bl ERHETHES

ZRIBEANE T AN, AW E AT
SIEMFEBHEEERAGBNY
MERBERE IRZA MR
BHIEBN /AW BIF BRI
FAERET—BEN TARHR
% B AN&EEBDRE EMINE
Xy AEEE (BRMBRE
ERMEZBES)F2RNEE
HAKEPBEBERMPERRR
BEMERTE-

Interim Report 2018
—E-N\FHhHHRE

103



104
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2N

REE R R BB R R S MY R

For the six months ended 30 June 2018 o #;£2018%6 A30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) (f X &

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.
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

SEGMENT REPORTING (CONTINUED) DEBE (&)
SME lending PHREEEREL

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—ZT
M E R R AR R T IR T - B /M
XEFRRBERBEESR FEXEH
MEFSNMIEERS-

EXRRERERER

ZORMRBEIN B IFRRER
BA AITEAENTNEPERH
—RINEAREIE R e

Hith %%

AR BV E A FE B R ST R AR B AR AR

RERE-

(@) 2WXE - BEERAERE

RTFBEESHBNEXERR
HEEER AREEEEETE
HEMNEBNSMXE BE
FAE EEEMNREERD
T

DHEEBREEBRN D HMM
BEWEE BREEMRBE
E EBETEREEMSHEE-
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

(Expressed in RMB’000 unless otherwise indicated) (& X & 3

3 SEGMENT REPORTING (CONTINUED)

BRI AARETTIIR)

3 7HEEHE (&)

(a)

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.

Information regarding the Group’s reportable segments
as provided to the Group’s most senior executive
management for the purpose of resource allocation and
assessment of segment performance for the six months
ended 30 June, 2018 is set out below:

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

(@) 7MEH - BEERKE(H)

DEEER RSB EL
VI - ?DB?QMA*B%’*EEI’J%L
%ﬁﬁﬁﬂ’]ﬁ%%"iﬁ’]

DEZEH A B E NEEEE
B2BMIGHREE L R
EEDERRIRF -

HE2018F6 A30B MALEEE
ﬁﬁi&s_m»&m“* > ECE R

FFESHBEEN D HBEMI R
T:



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ #Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

SEGMENT REPORTING (CONTINUED) 3 oHHmE(F)
(a) Segment results, assets and liabilities (a) "HERE - BEERERE (&)
(Continued)

Six months ended 30 June 2018

B Z201856 A 30H 1618 A
Capital
Partnership Investment
Finance SME and
Business Lending Management Others Total
Mitr¥  EXRER
BRERRER ERER EEXHK Hitr %% G

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARETR  ARETZ  ARETT  ARETR

Net guarantee and EREEAEFUA

consulting fee income 362,333 - - - 362,333
Net interest and handling ~ IS R FEEF

fee income/(expense) WA/ (ZH) 163,141 282,856 5,441 (96,733) 354,705
Reportable segment AHBA/ (ZH)

income/(expense) 525,474 282,856 5,441 (96,733) 717,038
Net trading losses AREEZHEX - - (4,248) (36,984) (41,232)
Investment income B Uz - - 8,408 38,302 46,710
Other income, net LN 5,501 5,322 - 959 11,782
Reversal for guarantee M ERERE

losses kEe 1,612 - - - 1,612
Impairment losses EERNERX (57,874) (58,852) 2,410 (1,315) (115,631)
Operating expenses LB (177,486) (85,219) (7,180) (138,078) (407,963)
Net foreign exchange R IBAFE

losses - - - 40 40

Reportable segment profit/ 9 & %: & ¥ H,/ (8% )
(losses) before taxation 297,227 144,107 4,831 (233,809) 212,356
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

3 SEGMENT REPORTING (CONTINUED) 3 DEHE (F)
(a) Segment results, assets and liabilities (a) ?HEE - BEERERE (&)
(Continued)
At 30 June 2018
120186 430H
Capital
Partnership Investment
Finance SME and
Business Lending Management Others Total
Mg BEARER
BHERER EREH BEXHK Hit %% At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT ARETT ARETT ARETT
Segment assets HHEE 10,062,984 6,217,630 792,756 1,279,402 18,352,772
Segment liabiltties AHAR 4,582,566 2,921,752 867,440 28131130 11,184,888

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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

SEGMENT REPORTING (CONTINUED) 3 oHHmE(F)
(a) Segment results, assets and liabilities (a) "HERE - BEERERE (&)
(Continued)

Six months ended 30 June 2017

BZE2017F6A30H [-6(E A
Capital
Partnership Investment
Finance SME and
Business Lending ~ Management Others Total
MIRE BRRER
BHEREH SHRER EEXH e Ch

RMB 000 RMB 000 RMB 000 RMB 000 RMB 000
ARETT  ARETLT  ARETT  ARETT  ARETT

Net guarantee and EREZABTFRA

consulting fee income 261,497 - - - 261,497
Net interest and handling ~ # & Rk FEEF

fee income/(expense) WA/ (ZH) 196,290 245,787 5,335 (71,208) 376,209
Reportable segment AHBA/ (ZH)

income/(expense) 457,787 245,787 5,335 (71,208) 637,706
Investment income REWE - - 11,106 6,674 17,780
Other net income Hi A3 4,534 925 6 2,714 8,179
Reversal for guarantee SHREREE

losses EEe 13,234 - - - 13,234
Impairment losses BEREBRX (84,352) (11,951) (6,188) - (102,491)
Operating expenses EELM (180,023) (79,712) (4,247) (115,997) (379,979)
Net foreign exchange fE R BRI

losses - - - (321) (321)

Reportable segment profit/ 2 &A1 FIE,/ (E%)
(losses) before taxation 211,180 155,049 6,012 (178,133) 194,108
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Notes to the Unaudited Interim Financial Report
REEZ P B R 3RH M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

3 SEGMENT REPORTING (CONTINUED) 3 DEHE (F)
(a) Segment results, assets and liabilities (a) ?HEE - BEERERE (&)
(Continued)
At 31 December 2017
12017124318

Capital

Partnership Investment

Finance SME and
Business Lending ~ Management Others Total

NErE  BFRRER
BHERER BENER EEEH Hiv %% =i
RMB'000 RMB 000 RMB 000 RMB 000 RMB 000
ANRETFT  AREFT AREFT AREFT ARETFRL
Segment assets NHEE 9,985,855 6,324,838 784,054 1,364,349 18,459,096
Segment liabilities AHEE 3,485,531 3,312,234 868,630 3,168,602 10,834,997

(b) Reconciliation of reportable segment assets

(b) ZBWEEMNFEG

At 30 June At 31 December
H6H30H M12H31H8
2018 2017
20185 20174
RMB’000 RMB’000
ARETFTT AEETF T

Assets BE
Reportable segment assets DEEE 18,352,772 18,459,096
Deferred tax assets RIEFTISTRE E 512,629 447,534
Consolidated total assets BEAG 18,865,401 18,906,630

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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

4 PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging:

(a) Interest and commission expenses

4 FBiATRE
HATFIEE MG -
(a) RERFEESH

Six months ended 30 June

H ZE6H301L6{EA
2018 2017
20184 20174
RMB’000 RMB’000
AR¥Fr ARETFT
Interest on debt securities issued &% 317 F| 8 133,483 121,939
Interest on borrowings & 7 F B 96,451 45,600
Interest on financial assets sold = H B} & & & & F 8
under repurchase agreements 22,745 27,311
Other Interests H b F B 36,715 38,233
Sub-total NEF 289,394 233,083
Commission expenses related to  /NEEE R E K
SME lending business FEEZH 35,605 -
Other Commission expenses EMFEESH 11,064 -
Total interest and commission FMERFEBT LR
expenses 336,063 233,083
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Notes to the Unaudited Interim Financial Report
REEZ P B R 3RH M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

4 PROFIT BEFORE TAXATION (CONTINUED) 4 FARE (&)
(b) Investment income (b) BEWSR

Six months ended 30 June

H Z6H301L6{E A
2018 2017
20184 20174
RMB’000 RMB’000
AR¥Fr AR T
Disposal of interests in associates & & B 4 A &7 75 WA 33,561 -
Disposal of available-for-sale HKFRS 39 T~ Ay A] fit ) &
financial assets under THMEERE WH
HKFRS 39 - 5,907
Disposal of financial assets HKFRS 9 T YA R (B A
measured at fair value through EREEHITAEH
profit or loss under HKFRS 9 BEaNemEERE WE 3,398 -
Others H fth W a5 1,549 4,694
Total investment income HE W B 38,508 10,601

1 12 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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

4 PROFIT BEFORE TAXATION (CONTINUED) 4 FARE (&)
(c) Operating expenses: (c) EEXH
Six months ended 30 June
H Z6H301L61E A
2018 2017
20184 20174
RMB’000 RMB’000
AR®FT ARETFT
Staff costs 8 T % i
— Salaries, wages, bonuses and — I & #%  EEK
other benefits H At 18 A 182,412 159,449
- Contributions to retirement —&EEZRE
schemes 32,120 30,796
- Equity-settled share-based —UIREEE R,
payment expenses SENIET 14,124 21,321
- Termination Benefits —BHREF - 169
Operating lease charges in EELELMEEER
respect of buildings 35,531 40,284
Travel expenses ZIRE 23,584 27,574
Depreciation expenses & MEBERAREHEER
amortisation expenses 20,223 20,248
Office expenses i NE = 11,847 10,630
Entertainment expenses XBHEEFE 9,049 6,616
Tax and surcharges G il 7,891 6,731
Meeting fee =B 3,990 4,901
Others EoAh, 67,192 51,260
407,963 379,979
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AAEE R E M

For the six months ended 30 June 2018  # Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

5 INCOME TAX

5 FE#H

Six months ended 30 June

B Z6H30.L61EA
2018 2017
20184 20174
RMB’000 RMB’000
AR¥Fr AR #®TFr
Current tax EHRES
Provision for PRC income tax RHAFHR P B PTG
for the period (Note) (Krat) 90,237 60,647
Deferred tax (Note 16) EREFTEBH (HiE16)
Origination and reversal of Tt E R E A KRB #
temporary differences (32,316) (10,978)
57,921 49,669
Note: Bt iz
Except for Hanhua Guarantee Co., Ltd., Chongging Hanhua Assets BRBEEREOBRAR EEPELE
Management Co., Ltd., Chongqing Hanhua Micro-credit Co., Ltd., EEBRAG EEMHENBEERER
Sichuan Hanhua Financing Guarantee Co., Ltd., Nanning Hanhua BEERAR-WMIBERERRBR QA
Micro-credit Co., Ltd., Guiyang Nanming District Hanhua Micro- MEmBHENEERERAR BEME
credit Co., Ltd., Beijing Hanhua Internet Technology Co., Ltd., AEBENEERARAA L RBER
Sichuan Hanhua Micro-credit Co., Ltd., Horgos Huiwei Venture wRIEBRAG M BENEERER
Capital Co., Ltd. and Chongging Changjiang Factoring Co., Ltd., the NE ERRITMEMEIEREBRAT
Company and its subsidiaries are subject to PRC income tax rate of REERISRREBR AT U KA
25%. AR HEWEB R RIEIB25%H B AT SR &

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 2018 ¢ #Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

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., Chongqging Changjiang Factoring Co., Ltd. and Nanning
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 2018 and 2017.

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.

Frie®i (&)
Hrik: (#)

BEERBEOARAR EEBHEEEE
BERRR BETHENEERERE
AR WIIHEREERERAA &5
mHEARBENEEXRERAR M)
ENREFBRAR EER TS MEE
BERARNEEMHENEEREGRQF
REARMAHAERKESNEE EM
R #E20174 £201856 H30H L6 A =
FEERE-

I RBEEER KGR AR B201455 A
NHBAEERRHLE AltAaENE
M F—EEZE _FRERCEHTEA
B WHRE =5 5 A FERR50%F
FR15Fi o B BB R KR 2 18 B A B 7%
WAL FERE-

ERRATTEMAIZREGRARFBE2016
FIAHBRREMRITmAEREE
WEERENE F-—FEFRFERR
B BMEH YRERER T FER
250%F B FTISH - A BB I5 TR KR %
BR AR AT R FERER-

H2017861A1BE2019F12A318 @ &
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AAEE R E M

For the six months ended 30 June 2018 #2018 6 301 -61d A
(Expressed in RMB’000 unless otherwise indicated) (& X & 3

BRI AARETTIIR)

6 OTHER COMPREHENSIVE INCOME 6 HftimzsWs
(a) Available-for-sale financial assets (a) THEESHMEE
Six months ended 30 June
H Z6H301L6{E A
2018 2017
20184 20174
RMB’000 RMB’000
AR T AR T
Changes in fair value recognised  Hi A B #ER A
during the period BREEEE - (23,092)
Related income tax effect Frig i s & - 3,840
Net movement in the fair B R H b 4R & U & T 3R
value reserve during the MAREBEEFE
period recognised in other
comprehensive income - (19,252)
7 EARNINGS PER SHARE 7 ERWE

The calculation of basic earnings per share is based on
the profit attributable to ordinary shareholders of the
Company of RMB145,145,000 (six months ended 30 June
2017: RMB129,493,000) and the weighted average of
4,600,000,000 ordinary shares (six months ended 30 June
2017: 4,600,000,000) in issue during the interim period.

There were no dilutive potential ordinary shares during the
six months ended 30 June 2018 and 2017, and therefore,
diluted earnings per share are the same as the basic
earnings per share.

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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

8 CASH AND CASH EQUIVALENTS 8 EWES

At 30 June At 31 December

M6H30H M12H31H
2018 2017
20184 20174
RMB’000 RMB’000
AR¥ T AR FT
Cash on hand EFRE 94 75
Cash at banks RITFER 1,153,276 2,436,336
Cash and cash equivalents SWE® 1,153,370 2436411
Wealth management products BHER(MiT12)
(Note 12) 233,000 -
Cash and cash equivalents AEHRERERDN
in the consolidated BEBES
cash flow statements 1,386,370 2,436,411
The Group's operation of guarantees and loans to customers REBEEFRRELEMEFRZENER
services in the PRC are conducted in RMB. RMB is not a FEFRBAARBET  AREW
freely convertible currency and the remittance of RMB out FTERLBHEE BAREED
of the PRC is subject to the relevant rules and regulations P B35 SN E 52 HR B BT 98 6 #) 18 B8 SN
of foreign exchange control promulgated by the PRC PE E I 45 Rl S X $RFTHRBR ©
government.
At 30 June 2018, cash at banks deposited in a related party R2018F6 A30H IRITHERFP A A
was amounted to RMB143.4 million (31 December 2017: R#143.48 87T (20175612H31H
RMB356.9 million). AR¥356.98 & 7T) FRN B -
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

9 TRADE AND OTHER RECEIVABLES 9 EWKHEMEWFIE

At 30 June At 31 December

M6H30H Mm12H318
2018 2017
20184 20174
RMB’000 RMB 000
AR¥For ARMFor
Receivables for default payments JEWARER (B 779(a))

(Note 9(a)) 1,073,859 1,045,456
Trade receivables JiE UK BR 3k 28,677 11,655
Less: Allowance for doubtful debts B SRS (M a29(b))

(Note 9(b)) (467,671) (454,040)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 634,865 603,071
Interest receivables JE W F1) B, 300,100 280,862
Receivables for assets disposal JEUE EEER 491,000 546,000
Other prepayments, deposits and HEMEMHE -He Rk

other receivables H A FE W SR8 737,813 510,576

2,163,778 1,940,509

1 18 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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

9 TRADE AND OTHER RECEIVABLES 9 EBWRHEMEWNKE(F)
(CONTINUED)
(a) Aging analysis: (a) BRERDHT:
As of the end of the reporting period, the aging analysis RIEBRR BEZEH BRI
of receivables for default payments, based on the bR AR 2B 12 00 IE R (B A BR
invoice date and net of allowance for doubtful debts, is BT
as follows:

At 30 June At 31 December

H6H30H Mm12A318

2018 2017

20185 20174

RMB’000 RMB’'000

AEB®FT AREFT

Within 1 year —FURN 217,380 215,233
Over 1 year but less than 2 years  —EIfRF 210,990 204,755
Over 2 years but less than 3 years M Z| =4 278,904 324,120
Over 3 years but less than 4 years = ZE|/04F 245,383 234,534
Over 4 years but less than 5 years HE|RHF 87,970 28,803
Over 5 years FEL 33,232 38,011
1,073,859 1,045,456

Less: Allowance for doubtful debts & 3 BR Y (467,671) (454,040)
606,188 591,416
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AREE

A% R H B 0 R S Y R

For the six months ended 30 June 2018 » &, £2018F6 H30H (61 A

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

9 TRADE AND OTHER RECEIVABLES
(CONTINUED)

(b)

Impairment of receivables for default payments:

Impairment losses in respect of 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 receivables for default payments directly.

The movement in the allowance for doubtful debts
during the period is as follows:

9 RBUREMEBWIER (&)

(b) FEWFRIERIE

R R ERNEERERRIARE
HARRC 8 FRIFASKE R R YK E
BRRENREEM E&BR
T EEREBRAHEZKER
RAE AL -

AT RAHBEERERE

At 30 June At 31 December
M6H30H W12 H318
2018 2017
20184 20174
RMB’000 RMB’000
ARE T AREFT
At the beginning of the period/year AER,E 4] (H7:22)
(Note 2) 454,040 743,758
Impairment losses recognised in REFERRERTN
the consolidated statements BEREIIELX
of profit or loss 11,293 135,997
Recoveries W B B 4% 35 2,338 444
Write-offs RF 1% - (426,156)
At the end of the period/year RHF R 467,671 454,040

At 30 June 2018, the Group‘s receivables for default
payments of RMB1,073.9 million were determined to be
impaired at lifetime ECLs. The 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 assessed allowances for doubtful debts of
RMB467.7 million were made at 30 June 2018.

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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

9 TRADE AND OTHER RECEIVABLES 9 EBWRHEMEWNKE(F)

(CONTINUED)

(b) Impairment of receivables for default payments: (b) EEWFIERE: (&)
(Continued)
At 31 December 2017, the Group’s receivables MR2017F12A318  REEAH A
for default payments of RMB1,045.5 million, were R#¥1,045.58 & TR UL ER
individually determined to be impaired. The individually 18 Bl 8 TE AR A o 8 BB E FE
impaired receivables were related to customers that WRES KRG BERENER W
were in financial difficulties and management assessed EREEL T AEITERERE
that only a portion of the receivables is expected to B F 20 & FE U TR - At
be recovered. Consequently, the individually assessed BE2017F12A31BEH AR
allowances for doubtful debts of RMB454.0 million were #454.08 BT HERIE IR A -

made at 31 December 2017.
10 RECEIVABLES FOR FACTORING BUSINESS 10 BRI R

At 30 June At 31 December

M"6830H M12A31H
2018 2017
20184 20174
RMB’000 RMB’000
AR® T ARETFT
Receivables for factoring business FEMURIESK (HH3£10(a))
(Note 10(a)) 1,746,984 1,659,924
Less: Allowance for doubtful debts W BERERE (M 10m))
(Note 10(b)) (28,298) (16,853)
1,718,686 1,643,071
Receivables for factoring business included financial assets #H E2018F6H30H  BEE LML RE
sold repurchase agreements amounting to RMB131.6 million TREETANERRERNSE
(2017: RMB432.7 million) as at 30 June 2018 (see Note 18). ARMB131.6E8 T (2017F : ARME

432.7EBEBTT) (AMiE18) -
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Notes to the Unaudited Interim Financial Report
REEZ P B R 3RH M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

10 RECEIVABLES FOR FACTORING BUSINESS 10 ERRER (&)
(CONTINUED)
(a) Ageing analysis: (a) BRER D HT:
As of the end of the reporting period, the aging analysis LWTAERBRERR ERNEEH
of receivables for factoring business, based on the EARD S BR B SRR A R IR IE R
invoice date and net of allowance for doubtful debts, is BRER 4T
as follows:

At 30 June At 31 December

MR6A30H MW12A8318

2018 2017

20184 20174

RMB’000 RMB’000

AR¥Fx AR Fr

Within 1 year —F LR 1,608,917 1,651,234
Over 1 year but less than 2 years —EIWF 100,000 8,690
Over 2 years but less than 3 years M Z| =4 38,067 -
1,746,984 1,659,924
Less: Allowance for doubtful debts Ji : 32 BR X5 (28,298) (16,853)
1,718,686 1,643,071
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

10 RECEIVABLES FOR FACTORING BUSINESS 10 ERRER (&)
(CONTINUED)
(b) Impairment of receivables for factoring (b) EWRERNEERERXL:
business:
Impairment losses in respect of receivables for factoring EURIEBRNEEREBLUE
business are recorded using an allowance account EIRRE S BRIERNEERABKE
unless the Group is satisfied that recovery of the amount BEEAFBEORSEN TEZER
is remote, in which case the impairment loss is written T BEREBLABEZENRELK
off against receivables for factoring business directly. RIEBFIZEH -
At 30 June 2018
7201856 A30H
Lifetime Lifetime
ECL credit ECL credit
Not impaired impaired

12-month BEFE BEFE

ECL Cilabict HMrEHS

AF12{E A HEEES BEREX
B RBE CE4E Total
EREX ERAME ERME &t
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETH AREFT AREFT

At 1 January (Note 2) W A1 (#122) 26,382 - 198 26,580
Charge for the period REEHR 1,641 - 77 1,718
At 30 June R6A30R 28,023 - 275 28,298
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

10 RECEIVABLES FOR FACTORING BUSINESS

(CONTINUED)

(b) Impairment of receivables for factoring

business: (Continued)

10 BWRRER (&)

(b) EURERNEERERK:
(#&)

At 31 December 2017
R2017912A318

Receivables
for factoring

Impaired
receivables
for factoring

business business
for which for which
allowances allowances
are are
collectively individually
assessed assessed
wEAHTA RERNFRX
B EY  FTEE R A
REFORE  ERERER Total
s AL CE
RMB’000 RMB’000 RMB’000
ANEETT AREFT ARETFT
At 1 January M A1H 6,022 1,618 7,640
Charge/(reversal) for the year AEER (#E) 10,556 (1,343) 9,213
At 31 December M2H31H 16,578 275 16,853

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 2018 o & £2018%6 A30H It61E A

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

(a) Analysed by nature

11 LOANS AND ADVANCES TO CUSTOMERS

11 BRERRER

(a) BUEEDH

At 30 June At 31 December
M6H30H M®12H31H
2018 2017
20184 20174
RMB’000 RMB’000
AR¥ T AR TFr
SME lending NEEE K 5,729,957 6,085,363
Entrusted loans ZEEX 1,547,207 1,980,021
Gross loans and advances to BERERNBREEE
_ customers 7,277,164 8,065,384
Less: Allowances for impairment T RO E S
losses (411,452) (324,313)
Net loans and advances to BERERNBRFERE
customers 6,865,712 7,741,071

R2018%F6830H  BEME FH &
DR BEEHRESANTE
FREZ HIEEEEAAREK
51.05 &7t (7A2017F12A31H
BARY461BEIL) (A
18) °

Loans and advances to customers included loans under
repurchase agreements, amounting to RMB51.0 million
as at 30 June 2018 (31 December 2017: RMB436.1
million) (Note 18).

201856 A308 M E R K
DR EIERARNEE S HREE
REEBRIT)BEREELERE
FHEBCEEMEEN/ AR
FoHERmEEBEAARK1,763.8
BB (2017128310 A
ANR#206898&E7T) (EMit
21)

Loans and advances to customers included loans of
RMB1,763.8 million arising from the consolidation of
structured entities which issued micro loan backed
securities to institutional investors by the Group as at
30 June 2018 (31 December 2017: RMB2,068.9 million)
(Note 21).
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AAEE R E M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BHRERRBRK (F)
(CONTINUED)
(b) Analysed by industry sector (b) BITEDW
30 June 2018 31 December 2017
20186 A30H 2017128318
RMB’000 % RMB’000 %
ARB®FT % AREFT %
Leasing and commercial MEMEEREZE
services 440,753 6.06% 326,870 4.05%
Wholesale and retail MENTEE 349,324 4.80% 430,126 5.33%
Real estate 5 i 342,908 4.71% 491,536 6.09%
Construction RE 277,780 3.82% 450,485 5.59%
Manufacturing BE%E 183,916 2.52% 250,694 3.11%
Others Hit 261,149 3.59% 327,729 4.07%
Micro-lending MR EEK 1,855,830 25.50% 2,277,440 28.24%
Retail loans BAER 5,421,334 74.50% 5,787,944 71.76%

Gross loans and advances  EMER M BB

to customers 7,277,164 100.00% 8,065,384 100.00%
Less: Allowances for B ERREEE
impairment losses (411,452) (324,313)
Net loans and advances BEWERRBRFE
to customers 6,865,712 7,741,071
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BRERRBRK (F
(CONTINUED)
(c) Analysed by type of collateral (c) RIEBREEIN

At 30 June At 31 December

M6A30H Mm12H318
2018 2017
20185 20174
RMB’000 RMB’000
AR¥FrT ANEREFT
Guaranteed loans REBEER 1,292,893 2,117,082
Unsecured loans EIERER 1,871,825 2,454,526
Secured loans EERE R 4,112,446 3,493,776
Gross loans and advances BRERR BB
_ tocustomers 7,277,164 8,065,384
Less: Allowances for impairment B BEROREEE
losses (411,452) (324,313)
Net loans and advances BRERRBFFE
to customers 6,865,712 7,741,071
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Notes to the Unaudited Interim Financial Report
REEZ P B R 3RH M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BRERRBRK (F
(CONTINUED)
(d) Overdue loans analysed by overdue period (d) EAHERNBIERS T

At 30 June At 31 December

R6H30H W12 H318
2018 2017
20184 20174
RMB’000 RMB’000
AR¥Fr AREFor
Overdue within 3 months (inclusive) #HA3ME A AR (3@ A ) 322,735 212,230
Overdue between 3 months to 1 BAS{E A = 61E A
6 months (inclusive) (&6f@A) 74,502 87,764
Overdue between 6 months to B Bi6fE A =14
one year (inclusive) (&81%) 148,563 137,234
Overdue more than one year w1 LA 204,252 256,867
750,052 694,095
Overdue loans represent loans, of which the whole or ERmEREEEIXBI A
part of the principal or interest were overdue for one day S F B @I RS A ERER -
or more.

128 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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BRERRBR (&
(CONTINUED)
(e) Analysed by methods for assessing allowances (e) BRHERRBRZBEEMET
for impairment losses AR RET
At 30 June 2018
®201856530A
Lifetime ECL  Lifetime ECL
not credit credit Purchased
impaired impaired credit

12-month  EEFEY EBEFES impaired
ECL F®EfEAE% BHERBX BECRE

AF12(8 A AL oE4E ERRE Total
BHEREX ERRE ERHE Ex At

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFR  ARETR  ARETZ  ARETZ  ARETZ

Micro-lending MR EER 1,558,190 3,690 235,615 58,335 1,855,830
Retail Loans AAER 5,047,587 142,504 231,243 - 5,421,334

Gross loans and advances #EWERRETHE

to customers 6,605,777 146,194 466,858 58,335 7,277,164
Less: Allowances for o ERREER
impairment losses (187,602) (15,808) (206,221) (1,821) (411,452)

Net loans and advances ~ EHER KB FE
to customers 6,418,175 130,386 260,637 56,514 6,865,712
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Notes to the Unaudited Interim Financial Report
REEZ P B R 3RH M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BHRERRBRK (F)
(CONTINUED)
(e) Analysed by methods for assessing allowances (e) RHERRBRZRBEEMET
for impairment losses (Continued) AR ROT (&)

At 31 December 2017

20174124318
Impaired loans and advances
BERBEERREK
Loans and
advances
for which
allowances for which for which
are allowances allowances
collectively are are
assessed collectively individually
REAFA assessed assessed
Ay EREERG ERERE
BEER REA ZAER Subtotal Total
ERREH AR N Nt it

RMB 000 RMB 000 RMB 000 RMB 000 RMB 000
ARETFT  ARETL  ARETT  ARETT  ARETT

Micro-lending AR EER 2,173,305 5,916 98,219 104,135 2,277,440
Retall Loans EAEH 5,653,169 109,522 25,253 134,775 5,787,944

Gross loans and advances #EWER R BT EE

to customers 7,826,474 115,438 123,472 238,910 8,065,384
Less: Allowances for wETREER
impairment losses (164,516) (95,501) (64,296) (159,797) (304,313)

Net loans and advances ~ #EWEF R EFFE
to customers 7,661,958 19,937 59,176 79,113 7,741,071
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RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BRERRBR (&
(CONTINUED)
(/) Movements of allowances for impairment losses () BRERREBERBEEEED
At 30 June 2018
1201864300
Lifetime ECL Lifetime
not credit ECL credit
impaired impaired Purchased
EEFEN EAFED credit
12-month RHER BHER impaired
ECL BX-A%% B%-B%+ BRESR4E
FR128A ERRE ERRE ERRE Total
RHEREX WER MER EX a5t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AEEFT ARETFT ARETT ARETT ARETZ
As at 1 January (Note 20 B R1R (Hf#2) 233,695 12,547 227,998 - 474,240
Transfer: BYE:
—to 12-month ECL —RF12E AR
ERBX (6,766) 115 6,651 - -
- to lifetime ECL -BEFEHES
EEEPS
not credit-impaired FBEECRRE
MER 7,108 (11,796) 4,688 - -
- to lifetime ECL - REFEHES
ERR%
credit-impaired BEEERRED
BX 3,307 - (3,307) - -
(Reversal)/charge R (ER) /53R
for the year (49,742) 14,942 118,896 1,821 85,917
Write-offs KHRH - - (150,189) - (150,189)
Recoveries WEBZHEER
REH - - 1,484 - 1,484
As at 30 June R6A30H 187,602 15,808 206,221 1,821 411,452
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REEZ P B R 3RH M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

11 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

(ff Movements of allowances for impairment losses

(Continued)

At 31 December 2017

1

11 BRERRBK (4

BRRERRBRBEEFEEZD

(#&)

20174124318
Impaired loans and advances
BERBEERREK
Allowance
for loans and
advances
which are which are which are
collectively collectively individually
assessed assessed assessed
RBar  HRERE  HAEER
FEREEE i &R Subtotal Total
WERRBR H A 7R It ast
RMB 000 RMB'000 RMB000 AMB'000 RMB'000
AREFT  AREFTT AEETFT AREFn  AREFx
As at 1 January M1A1E 195,856 137,186 56,222 193,408 389,264
(Reversal)/charge F(8R)/GHR
for the year (31,340 109,116 39,139 148,255 116,915
Write-offs KEHH - (155,558) (31,086) (186,644) (186,644)
Recoveries KEEZEERRBHK - 4,757 21 4,778 4,778
As at 31 December M2A31H 164,516 95,501 64,296 169,797 324,313
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RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

11 LOANS AND ADVANCES TO CUSTOMERS 11 BRERRBR (&

(CONTINUED)

(g) Analysed by credit quality (09) ZEERENIMHIRAOT

At 30 June
HA6A30H
2018
20184
RMB’000
AREFTT
Gross balance of loans and advances FAK12ME A FEH = AIBARERE R
to customers that are assessed WEAE L
for 12-month ECLs
— Neither overdue nor credit-impaired —RIARBBALRELEERBE 6,468,777
- Overdue but not credit-impaired —BaiRELEERRE 137,000
Sup-total NS 6605777
Gross balance of loans and advances BEAGFERBERERBARESE
to customers that assessed ERREZERER LB RAE
for lifetime ECLs not credit-impaired
- Overdue but not credit-impaired —BEmBERELEEHEBELX 146,194
stol MR 146,194
Gross balance of loans and advances EEGFEHBERERBAEDRLE
to customers that are assessed ERREEMRER R RAE
for lifetime ECLs credit-impaired
— Overdue and credit-impaired —BEBAEEEEARE 525,193
Sup-total L 525,193
Less: Allowances for impairment losses B BERORE (411,452)
Net value FE 6,865,712
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AAEE R E M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

11 LOANS AND ADVANCES TO CUSTOMERS

11 BHRERRBRK (F)

(CONTINUED)
(g) Analysed by credit quality (Continued) (09) ZEERENIMHIRAOT
(&)
At 31 December
m12H31H
2017
20174
RMB’000
AR T
Gross balance of loans and advances BIRE SRR AERR
to customers
Neither past due nor impaired R BRI E 7,371,289
Overdue but not impaired B H KR E 455,185
Impaired 2R E 238,910
Less: Allowances for impairment losses B BB ELEE
Neither past due nor impaired e B R B (130,685)
Overdue but not impaired B AR E (33,831)
Impaired 2RE (159,797)
(824313
Net balance F R
Neither past due nor impaired R B R E 7,240,604
Overdue but not impaired BB R EE 421,354
Impaired B E 79,113
7,741,071
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RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

12 LA REEFEAEHEZHFA
ENRENERMEE

12 FINANCIAL ASSETS MEASURED AT FAIR
VALUE THROUGH PROFIT OR LOSS

At 30 June At 31 December
H6H30H Mm12A318
2018 2017
20184 20174
RMB’000 RMB’'000
AR¥Fr AR T
Equity instrument: EmTA:
— Listed — kW 98,071 -
— Unlisted —3JELm 709,201 -
Debt instrument BELIA
— Unlisted —3EEm™ 402,224 -
Wealth management products W E M
(Note (i) (H10)) 233,000 -
Non-performing asset packages TREESD
(Note (i) (H1Ez(i)) 424,884 50,000
1,867,380 50,000
Notes: Kt iz

(i)

The types of structured entities that the Group does not
consolidate but in which it holds an interest include wealth
management products issued by banks. The nature and
purpose of these structured entities are to generate fees from
managing assets on behalf of third party investors. These
entities are financed through the issue of units to investors.
These structured entities are not consolidated into the Group
as the Group has no power on these entities. The maximum
loss exposure of interests held by the Group is the same as the
carrying amount.

The wealth management products are redeemed upon demand
and are recorded as “Cash and cash equivalents in the
consolidated cash flow statement” (see Note 8).

Non-performing asset packages are the distressed debt assets
acquired from financial institutions and non-financial institutions
by a subsidiary of the Company. The non-performing asset
packages mainly include bank loans, entrustment loans and
accounts receivable.

(i)

(i)

AEBERBEEFAREMER DK
ERETERINEBLCIRTES
WS RIRITEMER BUEBBL
ITRNEENENEIEREERES
MEETHRMERE ERETAR
FREEZHTHBREERNOME
AEEBELEBIC TSN
Bomyw A EE AR AKEREE
LEBEETBMAREBNAHIB
BENWAHBE FAEEEELEE
feE P MRABRR O RAEEFT
FAEMERMREEE-

ZIBBIE m RRER AT B ] - WA A O
REeERER (RAEWES) P ARE
NREEHEY-

TREEBARARDNFATNER
BB RBEBRENTRERE
E-ZTREEBEEEEIEZERR
TER ZREERMEURER-
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

13 AVAILABLE-FOR-SALE FINANCIAL ASSETS

13 AIHHESHEE

At 30 June At 31 December
M6H30H W12 H318
2018 2017
20184 20174
RMB’000 RMB’000
AR FT ARETFT

Available-for-sale equity instrument: At E#EZFE T A -
- Listed -kl - 133,612
- Unlisted —3FELE™ - 288,706

Available-for-sale debt instrument AHEEGEHITA

- Listed -kl - 9,341
- Unlisted —3FELE™ - 251,950
Wealth management products 38 Bt EE R - 50,000
- 733,609

14 FINANCE LEASE RECEIVABLE

14 EWREHRER

At 30 June At 31 December
A6H30H M12H31H
2018 2017
20184 20174
RMB’000 RMB’000
AR®FT AR TFr
Finance lease receivables ElEERER 415,913 394,237
Less: Unearned finance lease B ARABERE s
income (46,303) (44,412)
Present value of minimum finance EMERERE
lease receivables 369,610 349,825
Less: Allowance for impairment BB
losses (20,939) (3,526)
Net balance FEE 348,671 346,299

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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

14 FINANCE LEASE RECEIVABLE (CONTINUED) 14 BUEMEHEER (&

(a) Ageing analysis: (a) EIHARZH:
At 30 June 2018 At 31 December 2017
#2018%6A30A 2017512316

Unearned Minimum Unearned Minimum
Finance finance finance Finance finance finance
lease lease lease lease lease lease
receivable income  receivable receivable income receivable
EWmE AERRE REMRE EURE ATHRRE  SERE
BER bE HEKRE RER Wi HEWE

RMB'000  RMB'000  RMB'000  RMBOO0 — RMBO00  RMB'000
ARBTR ARETHZ AREFR ANRETT ARETT ABETX

Less than 1 year DR—F 247,171 (27,517) 219,654 195,162 (21,985) 173,177
1 year to 2 years 16206 109,248 (12,163) 97,085 122,444 (13,794) 108,650
2 years to 3 years 2FEE3F 41,098 (4,575) 36,523 58,859 (6,631) 52,228
3 years to 5 years SFESF 11,709 (1,304) 10,405 17,772 (2,002) 15,770
More than 5 years HBiB5F 6,687 (744) 5,943 - - -
415,913 (46,303) 369,610 394,237 (44,412) 349,825

Less: Allowance for HORBEES
impairment losses (20,939) (3,526)
348,671 346,299
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

14 FINANCE LEASE RECEIVABLE (CONTINUED) 14 BUEMEHEER (&

(b) Impairment of finance lease receivables: (b) EWmERETRE:

At 30 June 2018
201856 H30H

Lifetime
ECL Lifetime
credit Not ECL credit
impaired impaired
12-month EEFE EEFED
ECL HEHER EHER
AR12BA BE-REE BR-S#E
B ERRE EREE
EREX MNEXK HNER
RMB’000 RMB’000 RMB’000

Total
&t

RMB’000

AREFL AREFT AREFn AREFT

At 1 January (Note 2) W1A18 (fi772) 4,235 - - 4,235
(Reversal)/charge AE (8RR

for the year (1,402) - 18,106 16,704
At 30 June M6H30H 2,833 - 18,106 20,939

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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

14 FINANCE LEASE RECEIVABLE (CONTINUED) 14 BUEMEHEER (&

(b) Impairment of finance lease receivables: (b) EUmMEHERRE: (&)
(Continued)

At 31 December 2017
72017512 A31H

Impaired

finance

Finance lease
lease receivables
receivables for which
for which allowances

allowances are
are individually
collectively assessed

assessed  1Z{ERIF
REAF A RE
FERE EENEES

R e R & Total
BMEMER MER 6

RMB'000 RMB'000 RMB'000
AERTIT  ARBFT ARETT

At 1 January M1A1H 2,830 - 2,830
Charge for the year REEFR 696 - 696
At 31 December ®12A31H 3,526 - 3,526
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

15 PROPERTY, PLANT AND EQUIPMENT

15 ME - -BERRZE

Buildings Office
held for Motor and other Leasehold Construction Total
own use vehicles  equipment improvements in process fixed assets
AR HENE B
BHREEY EWRE Hitk HEXH HEIR BESE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFIL ARETT AREFrT AREFT AREFT AREFT
Cost: B
At 1 January 2017 2017461818 365,538 29,331 57,882 89,346 52,127 594,224
Additions AEEM 22,676 2,595 5,561 12,867 16,836 60,535
Transfers to intangible assets BREEVEE - - - - (14,862) (14,862)
Disposals RE - (1,045) (812) - - (1,857)
At 31 December 2017 and H2017%E12A31B R
at 1 January 2018 2018F181A 388,214 30,881 62,631 102,213 54,101 638,040
Additions RHGIE M 755 345 2,998 7,693 3,641 15,432
Transfers in/(out) A/ (8H) - - 360 - (360) -
Transfer to intangible assets BREEVEE - - - - (167) (167)
Disposals BE - - (2,595) - - (2,595)
At 30 June 2018 H201856 A 30H 388,969 31,226 63,394 109,906 57,215 650,710
Accumulated depreciation: RIHE:
At 1 January 2017 #2017F1 818 (38,607) (20,362) (35,909) (64,863) - (159,741)
Charge for the period AHEHR (12,028) (2,429) (10,762) (11,877) - (37,090)
Written back on disposals RERE - 878 660 - - 1,538
At 31 December 2017 and RW2017F12A318 R
at 1 January 2018 2018%181H (50,635) (21,907) (46,011) (76,740) - (195,293)
Charge for the period AR (6,440) (1,119) (5,244) (7,632) - (20,335)
Written back on disposals RERE - - 2,383 - - 2,383
At 30 June 2018 2018565300 (57,075) (23,026) (48,872) (84,272) - (213,245)
Net book value: RERE:
At 30 June 2018 2018565300 331,894 8,200 14,522 25,634 57,215 437,465
At 31 December 2017 R2017512831H 337,579 8,974 16,620 25,473 54,101 442,747

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 2018 o & £2018%6 A30H It61E A

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

16 DEFERRED TAX ASSETS

16 EEFEREE

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

REER A G BRI R ER A ELT
FISHEE,/ (BE)HE RRAHH

movements during the period are as follows: NEEBIINT :
Deferred tax
Deferred tax assets liabilities
ELFEHEE BEFREHAR
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 Net
BEREH THEE HiHE
EEHE A EEeR  SREEN SREEN
Deferred tax arising from BEREELR BABE BIFMH BAUER QAEESD A LAEESE BE
RMB 000 RMB'000 RMB000 RMB 000 RMB000 RMB000 RMB 000
ANEBFT  AREFT  AEEFT  AREFT  ARETT  AREFT  AEETZ
At 1 January 2017 EA2017¢1 A18 327,434 110 99,191 2,008 428,833 (164) 428,669
Recognised/(credited) to the HEHRER/
consolidated statement of (quM
profit or loss 23,186 67 (1,868) - 21,385 - 21,385
Charged to reserves FALESR - - - 87) 87) (2,433) (2,520)
At 31 December 2017 20176124318 350,620 177 97,323 2,011 450,131 (2,597) 447,534
Deferred tax
Deferred tax assets liabilities
EXFEHEE BEFREHAR
Fair value Fair value
adjustments adjustments
on financial on financial
asset asset
Provision of  measured at measured at
Provision for guarantee fair value fair value
impairment Accrued losses through profit through profit
losses staff cost  and accruals or loss Total or loss Net
NAREE URREE
GEEH FEAH
L EHDN FEHA
BREE  EHBREN EHREN
EEHE Eff EfEER  LREEN SHEEN
Deferred tax arising from BEREELR BABE BIFMH BUER QAEESD B LAEESD BE
RMB 000 RMB000 RMB000 RMB 000 RMB000 RMB000 RMB 000
AREFT  ARETr AREFT  AREFT  AREFrT  AREFr  ARETZ
At 31 December 2017 20176124318 350,620 177 97,323 2,011 450,131 (2,597) 447,534
Impact of adopting HKFRS 9 (Note ) R#I9HIS 8 (f1:22) 29,115 - 3,664 - 32,779 - 32,779
At 1 January 2018 #2018%1A18 379,735 177 100,987 2,011 482,910 (2,597) 480,313
Recognised!/(credited) to the HERRRR/
consolidated statement of ( qu)\> (Hits)
profit or loss (Note &) 46,032 28 (14,193) 9,055 40,922 (8,606) 32,316
At 30 June 2018 201856308 425,767 205 86,794 11,066 523,832 (11,203 512,629
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

16 DEFERRED TAX ASSETS (CONTINUED)
(a) Deferred tax assets not recognised

The Group has not recognised deferred tax assets in
respect of cumulative tax losses of RMB1,077.3 million
at 30 June 2018 (831 December 2017: RMB1,175.2
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.

17 INTEREST-BEARING BORROWINGS

16 BEFRSHREE (&)
() AEINEZEFRSHEE

AR A AL R EET
AR REFE R TE RS 2R IEB A A
RN H B8 E5 18 /Y R 2K FE B A
BB & B W & 3E20184F 6 A
SOEMERFAKINBEAEAR
¥1,077.83B &L (2017F 128
S1IBAARE1A7T526E L) E
RELEMBHEE - RERITH
AR E AR EFERA
LATE I B RS By B N K H0 R
RPERLFE

17 sHEER

The Group’s interest-bearing borrowings are analysed as AEEFEERDTHET
follows:
At 30 June At 31 December
M6H30H M®12H31H
2018 2017
20184 20174
RMB’000 RMB’000
AR¥ T AR For
Bank loans (Note (i) RITER (AE0)
— Unsecured —mER 750,984 765,502
- Guaranteed by third parties —BE=FER 220,000 -
- Secured by properties of the Group —REE Y EE T
(Note (i) (H1a(i)) 167,462 127,000
- Secured by other assets of the Group ~ — 7N £ [ H & 7= # ##
(Note (iij) (K172 (i) ) 716,000 440,000
1,854,446 1,332,502
Other loans (Note (iv)) BEMER(Witiv)
- Unsecured —EmER 2,275,644 1,551,058
Other interest-bearing liabilities (Note (v) E bzt B &G (W) 909,765 924,197
5,039,855 3,807,757

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 2018 ¢ #Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

17 INTEREST-BEARING BORROWINGS
(CONTINUED)

Notes:

(il)

(v)

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

The bank loans are secured by the Group’s buildings held
for own use. The aggregate carrying value of the secured
properties amounted to RMB195.3 million as at 30 June 2018
(31 December 2017: RMB184.0 million).

The bank loans are secured by receivables for factoring
business and bank deposits owned by the Group. The
aggregate carrying value amounted to RMB391.0 million
and RMB500.0 million respectively as at 30 June 2018 (31
December 2017: RMB140.0 million and RMB300.0 million
respectively).

Other loans bear interest at various interest rate, which are
unsecured and repayable by 31 December 2020.

During the six months ended 30 June 2018, RMB54.4 million
of loans and advances were transferred to independent
third parties by the Group (31 December 2017: RMB68.8
million). However, the Group still provides guarantee for the
default payments of the principles and interests of the loans
and advances transferred. As the transfer did not meet the
requirement for the derecognition of financial assets, the loans
and advances were not derecognised from the consolidated
financial statements and the amount of proceeds received by
the Group was recorded as other interest-bearing liabilities.

Other interest-bearing liabilities of the Group at 30 June 2018
included interests of limited liability partners of RMB855.3
million in the partnerships which were consolidated by the
Group (31 December 2017: RMB855.4 million).

17 sTEEBR (&)

Wizt

(i)

(il)

(v)

IBREBEMRITERABITRESR
BT IHERER - HAREER
HWE BERARARAEREE A%
EEMEZEENBER -

ZIRTTEFAANEEEEYER R
2018%6A30E P EMAKRE
BEAEAR®195.38 &7t (2017F12
A31HAARBI84.0EBE L)

ZIRTTE KB AL B A O ERIR
B FIR 1T 77 SO R o H20184F6
A30B #HEMBEEES A AA
R#391.08 & L A R#500.08
B (2017F12A31HD I ABAR
#140.08 & 7T M A R#300.08 &
T e

Ha T RFEBENERBEER I
B &IEAMR2020F12A31HEE -

EZE20184F6 A30H 1-6E A HfE - A
EERABUNE=FEREARMESL.4
BEITHERLRB (2017F12831
H: AR®¥68.8F&EIL) AR K&
B iE S EERERAMR B E &
FHoHRZRGTHEEMEERL
BRGNS ALERNEREGHE
T EHITHER  ABERE A8 ER
EEMAEEBERIIR

R2018F6H308  AEBE B
BEFEEEHNERERALEY
TrEREZENEZARESSS53HE
JC (20179 12A31H : AR #855.4

e —

BET) e
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 o & £201846 308 It61E A

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

18 FINANCIAL ASSETS SOLD UNDER
REPURCHASE AGREEMENT

18 EHEOBTREER

At 30 June At 31 December

M6A30H M12A31H
2018 2017
20184 20174
RMB’000 RMB’000
ARE T AR For

Benefit rights of loans and advances BRERRB R
to customers 51,020 436,053

Benefit rights of receivables for JE AR 3B R s

factoring business 131,550 432,739
182,570 868,792

Details of the carrying values of the underlying assets of
financial assets under repurchased agreement are set out in
Note 10 and Note 11(a).

19 CUSTOMER PLEDGED DEPOSITS

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

Hanhua Financial Holding Co., Ltd.
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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 2018 o & £2018%6 A30H It61E A

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

20 ACCRUALS AND OTHER PAYABLES

20 Bt EMmENK

At 30 June At 31 December
R6H30H M12H318
2018 2017
20185 20174
RMB’000 RMB’000
AR FT AR FT
Accrued staff cost JRE <1 B8 T % E
— Salaries, wages, bonuses and —ITE -8 FMK
other benefits H fto 18 F) 30,281 77,114
Interest payables JEST R B 74,089 84,603
Dividend payable JE 1 B R 184,000 -
Other payables H fth & A 5K IE 347,113 281,120
Financial liabilities measured at REBHRAGTHE
amortised cost TRBEE 635,483 442,837
Value-added tax and other JETIBE T &
surcharges payable E b Fff hn & 1,585 1,436
Withholding individual income JE AT R A E A PASBE
tax payable 4,351 3,889
Receipts in advance TEUER K 43,651 51,557
Total A&t 685,070 499,719
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Notes to the Unaudited Interim Financial Report

AREE

A% R H B 0 R S Y R

For the six months ended 30 June 2018  # Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

21 DEBT SECURITIES ISSUED

21 ENESH

At 30 June At 31 December

M6A30H Mm12H318
2018 2017
20184 20174
Note RMB’000 RMB’000
M aF AR¥ T AR FT
Corporate Bonds: JERHES -
— Fixed rate corporate bonds ~ —2020%6 A Z| i #) 0]
maturing in June 2020 EEFERQRES 1,422,061 1,493,708
- Fixed rate corporate bonds ~ —2019%11 A E| 21 Y (i)
maturing in November 2019 BEMEQGES 851,450 850,441
— Fixed rate bonds maturing —20194F2 A By (i)
in February 2019 B E R R EFH 65,628 -
Assets backed securities FERT & E S+ (iv)
payable — senior tranches BH—EER 1,631,560 1,923,743
Total a5t 3,970,699 4,267,892
Notes: Hiat -

Fixed rate corporate bonds with nominal value RMB1,500.0
million and a term of five years were issued on 10 June 2015.
The coupon rate is 6.10% per annum. The Group has an
option to increase the coupon rate for the remaining duration
at the end of the third year. After the Group announce whether
to increase the coupon rate, the investors have an option to
redeem all or part of the debts held at the nominal amounts.
On 10 June 2018, the Group increased the coupon rate to
6.90% per annum for the remaining duration and redeemed
RMB72.8 million of the bonds.

As at 30 June 2018, the fair value of corporate bonds
amounted to RMB1,424.8 million.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

() H2015F6A10RA HTHEEFEQ
RIEAFTEAR1,5008 &t H
[RARFH - ZEFEAE6.10% &
SEEE=FKRE LAZEFERE
B -EAKRERERS EHAZAEF
Kt RABUUERAEEZAE
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T F R J§E6.90% W EE T AR
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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 2018 ¢ #Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

21 DEBT SECURITIES ISSUED (CONTINUED)

Notes: (Continued)

(i)

(il)

(v)

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.
On 3 November 2017, the Group increased the coupon rate
to 6.60% per annum for the remaining duration and redeemed
RMB46.1 million of the bonds.

As at 30 June 2018, the fair value of corporate bonds
amounted to RMB849.6 million.

Fixed rate bonds with nominal value RMB66.57 million and
a term of a year were issued on 13 February 2018 by a
subsidiary. The coupon rate is 6.50% per annum.

During the six months ended 30 June 2018, RMB1,763.8
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 RMB1,632.0 million received by the
Group was booked as assets backed securities payable.

21 BNES (&)

Hret: (&

(i)

(i)

(v)

R2015F11 ASAZITHEE A XA
BIESFHEEARKEIOE BT HiR
BVIF - RE A K A5.60% o A&
BEE-_FRELAZEMERE
BE-GAEEAERG LHAZEA
Kt BAETUERAEEBIRAE
EEIFTFHH 2B ES - 2017
FUASH AEEBHAHRHE
HAEFHE6.60%  WHEE 7 AR
ABAEBITHNES -

H Z=2018F6A30H ' It A RIEHH
NABEAEARKESIOEEET

2018F2 A 130 1T B E M E &
SHER/RARKETES T PR
A FH o =M E /56.50% ©

MHE £2018F6A30H 1-61E B H#
M AEEGARK1,763.8BETH
NEERERAEBLLEE -BARS
BEERAREEETEEIRES
(TER]) FAEAEEZEZESS
BHRBE D AR BT EEEIEFHBS
REER ARANEBRE 7THEZE )
BERNLAT2FRARMBRH - 1868
SREEET R R IR GG
I AEEEECEERBRTER
MEE - WiEKREMARE1,632.08
BLEERERNTEESHESFRT
o
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2N

REE R R BB R R S MY R

For the six months ended 30 June 2018  # Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

22 EQUITY SETTLED SHARE-BASED

TRANSACTIONS

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

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

Hanhua Financial Holding Co., Ltd.
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

22 EQUITY SETTLED SHARE-BASED 22 LEREENROG XN (&)
TRANSACTIONS (CONTINUED)

(a) The terms and conditions of the grants are as (a) BTFEBEMWGRRREHDOT
follows: Fr 5l

Number of Vesting

instruments conditions

REHE BT HRE

Awards granted to directors BTESERESH
and supervisors: A1
—on 20 June 2013 —R2013F6 A20H 193,918,615 Every month from1
January 2013 to
31 December 2020
#2013F1 A1 E
2020%F12H31H &8 A

Awards granted to employees: % ¥ & & B
—on 20 June 2013 —F2013F6A20H 76,351,233 Every month from
1 January 2013 to
31 December 2020
#2013F1 AR E
202012 A31H I & A

Total share awards granted BT RN BE 270,269,848
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Notes to the Unaudited Interim Financial Report

AREE

For the six months ended 30 June 2018 o & £201846 308 It61E A

A% R H B 0 R S Y R

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

22 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(b)

(c)

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

22 UEREENRO XM (&)

(b)

BEXBNEENFIHTEE
wmr

Six months ended 30 June 2018

B Z£201856H30H
Weighted
average Number of
exercise price shares
FiITREE ROEHE
RMB
AR#®
Outstanding at the beginning Hi %] %% 77 72 5
of the period 0.42 270,269,848
Granted during the period HAET - -
Exercised during the period ~ HiR774# - -
Outstanding at the end HAR BTSN
of the period 0.42 270,269,848
Exercisable at the end HR AT 1T
of the period 0.42 185,810,521

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.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

(c)

ROHENDTABERRR

AN A A H AR () HA e i JE ER Y
RENAALBEL2ER ARG
HENAABEERE ARAE
HRENEEETSIER
B 2 HAR AREMEEE
il A~ 52 LA B 98 S B ¥ 15 B i
TEHZE  RERBE A
AREEERTAHFE BEE
ITEEN MR T ZRITREE-
BT R EREY &R
AEER ZEBEHEREED
) BRI G B E R BN B
EREERNBREAENR D
Bl ZEFORE ST EERE
HE RMNHMENAABEER
Cox-Ross-Rubinstein Binomial
Pricingf& B 3 17l 51 o I 10 B 4
HERFRIERLENN—IFL
£l



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ #Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

22 EQUITY SETTLED SHARE-BASED 22 RS EENRGO T (&)

TRANSACTIONS (CONTINUED)

(c) Fair value of share awards and assumptions
(Continued)

(c) REZHEHN D AEERRE
(#&)

Share awards

granted on
20 June 2014
201456 H20H
Fair value of share awards and assumptions R HEN D A EBER KRS Y B 17 HA R
Fair value at measurement date (RMB) RETEHHNAREE (AKEK) 1.77
Share price (RMB) BITRE (AKE) 2.26
Exercise price (RMB) THREER (ARK) 0.53
Expected volatility (expressed as weighted A% (B 78 51 % 8) % (LA Cox-Ross-
average volatility used in the modelling Rubinstein Binomial Pricing#& 7!
under Cox-Ross-Rubinstein Binomial FRERMINETFRBERRT)
Pricing model) 64.30%
Option life (expressed as weighted average Hi#E /) B R AR (LA Cox-Ross-
life used in the modelling under Cox-Ross- Rubinstein Binomial Pricing#& 7!
Rubinstein Binomial Pricing model) Fri@ BeiniE 8RR R) 7.53 years F
Expected dividend yield TEET I FI 1.30%
Risk-free interest rate £ [ B A & 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.

RERFFRBREZERNE L KEE
(AN ¥ 3 51 8 /9 B B #E &0 I 5
HIRAER)  ERARAESHNER
HARARBH KRB REMAAANER
AT E - FRHIR A R B E L A
BB BARENELEHOAEE
ENFBEEERATE -

iy R ERBGIRME TR T -
BTENAABEFETREBERE
R o SZ Bt HARE 08 R T 353 R A
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Notes to the Unaudited Interim Financial Report
REEZ P B R 3RH M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

23 CAPITAL, RESERVES AND DIVIDENDS 23 EXR -RERRE
(a) Dividends (a) BER
Dividends payable to equity shareholders of the FERHARDERERINNGEE
Company attributable to the previous financial year, RAT—W B FERRERRESD
approved and paid during the interim period Bt &9 A S

Six months ended 30 June

B Z6A308 <8 A
2018 2017
20184 20174
RMB’000 RMB’000
AR¥ T ARETF T
Final dividends in respect of the A B B HE Y
previous year, approved during F—FERKERER
the following interim period, of B AR®0.047T
RMBO0.04 per share (six months (B Z=201746A308
ended 30 June 2017: 0.04 per LE61E A T ik
share) AR¥0.047T) 184,000 184,000
(b) Share capital (b) WA
The share capital were issued and fully paid. ARG B BEITRERE -

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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

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

- the difference between the purchase price
and the carrying amount of equity interest in
a subsidiary purchased from non-controlling
interests is recorded as capital reserve.

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.

23 EX-fBERKRE (&)

(c) REMHERBEN
() BRizialE

(i)

(i)

s EREARRRPDEE
BT ERITARBRMD A
SRIBEZENER-

BARLTE

>

BEARBBETIIREA:

- RARXREERBLAR
TTEBRER L AN

RAEED -

- RLBERBENTR
AR B R ERRE
BEZANER (FH

BB ABELITRAGB AR
T -RBRENANFEEN R
BR& ARBARET
MBEBEmHEEE R
REMBREHRE B HE10%
HFMBEEBEATERRA
B BEEERQERAH
BUED| HEMEARH50%
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 » &, £2018F6 H30H (61 A

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

23 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(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
prior year’'s accumulated loss to cover potential
losses against their assets.

While subsidiaries engaged in SME lending
business are required to set aside a general reserve
through appropriations of profit after tax according
to a certain provision ratio of the ending balance
of gross risk-bearing assets to cover potential
losses against their assets. In principal, the general
reserve balance should not be lower than 1.0% of
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.

Hanhua Financial Holding Co., Ltd.
BESEROBRAA

23 EX -EERRE (&)

(c)

REEERBN (A)

(iv)

v)

— R E

RIBEEBRE ARARE
B EREREBOHREAR
Al WAL B R BUE &
—REBRES SEAWH
AR E REHEBRRRNFH
B HI10% (1R 3% B Rf BoEp
BAREEEER R EM
HERE) URMEEE
AIBEHERMEE-

M ER/NEEEREBH
(o= NCIEE SR FIDE Lk
RER—RERER &8
REREERBERRGEHI
ETE 2 UNBMEEE
AR M EE RAI L
—RERERERITEIR
[ B & 2E 48 A A OR A5 BR Y
1.0% °

INEBK T EERE

ELXEEMEBERBRA
AIMBEREERABR LA
(ABERAR) BB INEHT
BER EAHTBRAR
RITER R AEERT I
SNEmRKRITEER



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

24 NON-CONTROLLING INTERESTS 24 FEHMER

At 30 June At 31 December

M6H30H W12 H318
2018 2017
20184 20174
RMB’000 RMB’000
AR¥Fr AREFT
Liaoning Fu’an Financial Asset FEELZSREE
Management Ltd ERBRAF 464,212 455,388
Xi’an Hanhua Micro-credit A mHENEENR
Co., Ltd. BRAT] 139,728 144,538
Sichuan Hanhua Micro-credit Ml E N EE R
Co., Ltd. BRAQA 97,219 316,768
Chongging Hanhua Micro-credit BEEMHENEER
Co., Ltd. BEREERF 79,912 88,532
Others H it 74,997 80,455
856,068 1,085,681
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AAEE R E M

For the six months ended 30 June 2018  # Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

25 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

e |level 2 valuations: Fair value measured using

25 SMITEQNAREES

fln

(@) BRAEBEFENESRMEER
af\

()

RIEEER

TR AEBIRLETHEE
ERREHRRTELRIER
BB RS ERI B3 [ 4
AEBEGE]FTRATEHN =M
REBEEASENSRT
AAnEE - AREENE
M=ERSETHILEMHES
ST A RO B A\ B ) P B R
BEREZUHEBETHT

m oy

/|

e FIEAMBE: KM
F1E R A BUE (A
FA—BEXRBERTE
HEIE AR TSRS H
AERBRE)FED
AV

o F2EMME:RMAE2

Level 2 inputs i.e. observable inputs which [E &8 N\ BUE (BB
fail to meet Level 1, and not using significant ERE1ERR AR
unobservable inputs. Unobservable inputs are BABE) R TNRAE
inputs for which market data are not available AR 2 A\ BUR T
ENAAEBE TAE
RRABBRRETISH
B2 A\ BE

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

Hanhua Financial Holding Co., Ltd.
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e FIBPHAME:ERE
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ENRAREE



Notes to the Unaudited Interim Financial Report

RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ #Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

25 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(@) Financial assets and liabilities measured at fair

25 €@T

AEQREE

filo

(4&)

(@) BAAEBEEFENESRMEER

value (Continued) 8E(#&)
() Fair value hierarchy (Continued) () AREBEER(E)

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

The Group has a team headed by the finance
manager performing valuations for the financial
instruments, including the unlisted equity securities
held for trading. 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.

UanBEFENEHTA
=B A M5 W E R K
RAMEREFESAEE-
ERBAIENT S RERE
REBGEERM - LA S
B EMBEUNSREE -
ReRTR- -METES
RAN2H2EERRF
K- REMNE - FRHHUER
PR - BERRERITBA
B EEEEERANEN
BERMMMATIRS R I
RERUASZHUNSBE

O
[aTulg

AEBEER —SEmMHEE
BEZEG BEMERT
H(BfFEFLmAHEER
REF)EITEE - % B K
BERAMBRERENRE
ERE-HALABEE
HEOIT 2 HERSEIIHE
BRERBMRFERSEAH
e WhMBREEN R
HefE - B BLIE BRI R
REFRMBRERENR
BeETTMR - AR
FHHRET e
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Notes to the Unaudited Interim Financial Report

AAEE R E M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

25 FAIR VALUE MEASUREMENT OF FINANCIAL 25 eRITERAAEETE (&)
INSTRUMENTS (CONTINUED)
(a) Financial assets and liabilities measured at fair (a) BAAEETENSREER
value (Continued) 8E(#&)
(i) Fair value hierarchy (Continued) () AR EBEER(E)

Fair value measurements as at

30 June 2018 categorised into
201856 A30A 2 AR EEAERES

Fair value at
30 June 2018
120185
6A30HZ Level 1 Level 2 Level 3
MER E1ER EPIER ERT=E
RMB’000 RMB’000 RMB’000 RMB’000
AREEF7 AREFT ARETT AREFT
Recurring fair value mERNAEETE
measurements
Financial assets: TRAE:
Financial assets measured WonBE:ER
at fair value through HEEHHAEE
profit or loss: BEMeREE
Debot instrument: EBIA:
- Unlisted o Akl 402,224 - - 402,224
Equity instrument: BHTR:
- Listed il 98,071 98,071 - -
- Unlisted o Akl 709,201 - - 709,201
Wealth management products 28/ & & 233,000 - - 233,000
Non-performing asset packages 7R BE S 424,884 - - 424,884
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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 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

25 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

Fair value hierarchy (Continued)

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

Fair value at
31 December

(a)

afE (&)

()

25 TRTRAQNAREETE (A)

BRAAEBEFENSRMEER

RIBEER (E)

Fair value measurements as at

31 December 2017 categorised into
R2OI7TF12AIAZ DA EEHEREA

2017
#2017
12A318 2 Level 1 Level 2 Level 3
AREE F1ER F2EHR EIER
RMB'000 RMB'000 RMB 000 RMB 000
ARETFr AREFT AREFT AREFT
Recurring fair value BERNAEENE
measurements
Financial assets: PREE:
Financial assets measured NAREEER
at fair value through EBPAEH
profit or loss BRmepiE 50,000 - - 50,000
Available-for-sale debt AHNERBIA:
instrument:
- Listed il 9,341 9,341 - -
- Unlisted e A 251,950 - - 251,950
Available-for-sale equity ENERRTA:
instrument:
- Listed i 133,612 133,612 - -
- Unlisted o Akl 288,706 - - 288,706
Wealth management products 2B & & 50,000 - - 50,000
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REEZ P B R 3RH M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

25 FAIR VALUE MEASUREMENT OF FINANCIAL 25 ERITEQAREEFE (&)
INSTRUMENTS (CONTINUED)
(a) Financial assets and liabilities measured at fair (a) BAAEETENSREER
value (Continued) 8E(#&)
() Fair value hierarchy (Continued) () AR EBEER(E)
During the six months ended 30 June 2018, there H E20184 6301 L-61d
were no transfers between instruments in Level A AEEERBFEUAR
1 and Level 2, or transfers into or out of Level 3 EBEFEMNE/ T AN E
(2017: nil). The movement during the period in the B R E2E H 2 8 A %
balance of Level 3 fair value measurements is as A NEBA S EBHE
follows: SEA (20174 1 #&) - HE3E
BAREBETELHHRHR
ZEhmT

At 30 June At 31 December

R6H30H M12H318

2018 2017

20185 20174

RMB’000 RMB’000

AR¥TFTT ARETF T

At 1 January ®1A1H 640,656 188,356

Payment for purchase BE 1,234,014 156,902
Net unrealised gains or losses ~ Hi R R 4R & U a5 #E 2

recognised in profit or loss B R B IR E Bk

during the period B8 F 5 (4,234) -

Proceeds from sales B HEF (101,127) (39,412)

At 30 June M6 H30H 1,769,309 305,846

160 Hanhua Financial Holding Co., Ltd.
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RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

25 FAIR VALUE MEASUREMENT OF FINANCIAL 25 tMIERAAEBEFE (&)
INSTRUMENTS (CONTINUED)
(b) Fair values of financial assets and liabilities (b) FUAABETENESREE
carried at other than fair value FEBEBNAREE
The carrying amounts of the Group’s financial M2018%F6 A30H K2017F12 A
instruments carried at cost or amortized cost are 318 7N & B H B A ok 55 A AR
not materially different from their fair values as at 31 ke TAZREMERARD
December 2017 and 30 June 2018. NEBETESEAER-
26 COMMITMENTS 26 &I
(a) Capital commitments outstanding at 30 June (a) 7201846 A30H i K A B #
2018 not provided for in the financial statements WMRPRMNEREIEEN
were as follows: I

At 30 June At 31 December

M6H30H M12H31H
2018 2017
20184 20174
RMB’000 RMB’000
AR FTT AR Fr
Commitments in respect of purchase T %:IW¥  HWE
of property, plant and equipment T
- Contracted for —RKEAR 6,654 9,966
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AAEE R E M

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

26 COMMITMENTS (CONTINUED) 26 &IE (&)

(b) The total future minimum lease payments under (b) R2018F6H30H  RIE\EFTH
non-cancellable operating leases of properties BENERELSEREREEE K
were payable as follows: EEEXTHRRREEER

HmT:

At 30 June At 31 December

A6H30H M12A31H

2018 2017

20184 20174

RMB’000 RMB’000

ARE T ARETFT

Within 1 year (inclusive) —FRN(E—F) 48,953 65,750

After 1 year but within 3 years —FUE=FA

(inclusive) (&5=%) 24,422 20,809

Over 3 years =FPAE 6,386 2,007

Total CEn 79,761 88,566

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

properties held under operating leases. The leases MEHABA - SRHEEHR K

typically run for an initial period of 1-5 years, at the end AB—ERF WA RERBARE

of which period all terms are renegotiated. None of the FEBAEGR - MERFELA
leases include contingent rentals. e

162 Hanhua Financial Holding Co., Ltd.
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RACE R P BB RS R 5 B R

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (& X B BB Fr#gsh HUAARETTIIR)

27 OUTSTANDING GUARANTEES 27 EIREE
At 30 June At 31 December
H6A30H Mm12H318
2018 2017
20184 20174
RMB’000 RMB’000
AR¥TT AR FT
Traditional financing guarantees BEHmE ER 9,831,593 10,516,340
Bond guarantees BEHER 23,270,000 23,350,000
Financing guarantees mEER 33,101,593 33,866,340
Performance guarantees B # AR 10,230,653 7,820,450
Capital preservation funds guarantees REBEESER 2,943,059 4,443,096
Litigation guarantees FFEAER 164,866 335,091
Maximum amount guarantee mANERGE 46,440,171 46,464,977
Less: Customer pledged deposits B FEARE R (140,624) (112,944)
Net guarantee exposure FERE R 46,299,547 46,352,033
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A% R H B 0 R S Y R

For the six months ended 30 June 2018 ¢ &;Z£201846A30H 1-61& A
(Expressed in RMB’000 unless otherwise indicated) (X & 3B FTigsN HUAARE T ILIIR)

2N

28 MATERIAL RELATED PARTY TRANSACTIONS

(a) Transactions with key management personnel

28 EXBEIRS

HEARKEBEABZBANXS

Six months ended 30 June

HZ6H30H LL6ME A H ™
2018 2017
20184 20174
RMB’000 RMB’000
AR¥ T AREFT
Key management personnel remuneration FEA%E &2 A 8 H7 40,582 43,073

(b) Transactions with other related parties

(b) BHEMBERZXS

Six months ended 30 June

B Z6H30H IL6E AR
2018 2017
20184 20174
RMB’000 RMB’000
AREFr AREFoT
Guarantee income ERKA 322 173
Interest income B UA 1,906 429
Commission expenses FEELASIE - 273
Acquisition of Equity Interests in W S 8 1~ R AR
subsidiaries 218,027 10,700
Additions of loans and advances IS MER LB
to customers 31,000 130,000
Repayment of loans and advances W Bl % M E
to customers (50,000) -
Additions of other receivables E A e W B hnEa 3,401 -
Additions of other payables E e FRE IR (34,295) 30,789
Decrease of other receivables E A W FOR > FR (4,303) -
Decrease of other payables H Ath JE S FOR 58 32,738 -
Providing guarantee HHMER 276,500 87,000
Releasing guarantee MR BRFE LR (20,000) -
Other revenue E Uz A 3,228 3,044
Note: Vo=

(i) At 30 June 2018, the outstanding guarantee provided to
related parties is RMB263.5 million (31 December 2017:
RMB7.0 million). The balances of other transactions with
related parties are disclosed in relevant notes.

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

A% R 50 B 5 3 S B

For the six months ended 30 June 2018 ¢ #Z2018%F6 H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (B X = BB Frigsh HUAARE T ILIIR)

29 CONSOLIDATED STRUCTURED ENTITY

The Group has consolidated structured entities which issued
micro loan backed securities and trust plans (“the Product”)
of RMB1,763.8 million at 30 June 2018 (31 December 2017:
RMB2,068.9 million) 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 required the senior tranches.

The Group has consolidated structured entities which
initiated partnerships of RMB855.3 million at 30 June 2018
(31 December 2017: RMB855.4 million). The Group has the
right to variable returns from its involvement and has the
ability to affect its returns through its power over the entity
and the Group provided financial guarantee against the
limited liabilities partners that required the fixed returns.

As at 30 June 2018, the above structured entities
consolidated by the Group amounted to RMB2,486.9 million
(31 December 2017: RMB2,779.1 million).

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.
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30

31

COMPARATIVE FIGURES

The Group has initially applied HKFRS 9 at 1 January
2018. Under the transition methods chosen, comparative
information is not restated. Further details of the changes in
accounting policies are disclosed in Note 2.

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
2018.

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
SIX MONTHS ENDED 30 JUNE 2018

A number of amendments and new standards are effective
for annual periods beginning after 1 January 2018 and earlier
application is permitted. Except for the amendments to
HKFRS 9, Prepayment features with negative compensation,
which have been adopted at the same time as HKFRS 9
(see Note 2(b)), the Group has not early adopted any new or
amended standards in preparing this interim financial report.

The Group has the following update to the information
provided in the last annual financial statements in respect of
HKFRS 16, Leases, which may have a significant impact on
the Group’s consolidated financial statements.
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31 POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2018
(CONTINUED)

HKFRS 16, Leases

As discussed in the 2017 annual financial statements,
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. Upon
the adoption of HKFRS 16, where the Group is the lessee
under the lease the Group will be required to account for all
leases in a similar way to current finance lease accounting,
i.e. recognise and measure a lease liability at the present
value of the minimum future lease payments and recognise
a corresponding “right-of-use” asset at the commencement
date of the lease, subject to practical expedients. HKFRS
16 will primarily affect the Group’s accounting as a lessee of
leases for items of property, plant and equipment which are
currently classified as operating leases.

During the six months ended 30 June 2018, the Group
continued the existing lease agreements for its office
premise, with maximum a lease term of 19 years. These
leases are currently classified as operating leases.
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31 POSSIBLE IMPACT OF AMENDMENTS, 31 REZE20185F6H30B LFE

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2018
(CONTINUED)

HKFRS 16, Leases (Continued)

The following is an updated information about the Group’s
future minimum lease payments, based on the non-
cancellable operating leases that have been entered into by
30 June 2018:

EEME R RERNEET - #
HARBENEERE (F)

ERMBHREENF1REE (F)
RETAHENERALEEERER
ZNEBEM2A31H BB H
REHENRBELT:

Properties
EEHEE
’000
Tt

Amounts payable: FE AT 5K
Within 1 year (inclusive) 1TELAA (B19F) 48,953
After 1 year but within 3 years (inclusive) 1A F3FELAA (E534F) 24,422
Over 3 years 3FM 6,386
79,761

Upon the initial adoption of HKFRS 16 at 1 January 2019,
the present value of most of the future minimum lease
payments that are payable after 6 months will be recognised
as lease liabilities, with corresponding right-of-use assets
recognised as non-current assets. 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.
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