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Financial Highlights

B HE

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 data 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.
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For the six months period ended 30 June

EZ6A30A L AEAKM
2019 2018
2019 2018

% of % of

operating operating

(Expressed in RMB million, unless otherwise stated ) Amount income Amount income
(BREEHHAMN UARBBEELIIR) 2H  LEEUA 28 HEENA
% %

Operating results RExE

Net guarantee and consulting fee income EREEHABEFRA 328.3 53.3 362.3 49.8
Net interest and handling fee income FIERFEBFUA 255.5 M4 354.7 48.8
Net fee and interest income BEFEBRNBRA 583.8 94.7 717.0 98.6
Net trading gains/(losses) R5FB% 19.1 3.1 (37.8) (5.2)
Other operating income, net HiEBFRA 13.6 2.2 48.1 6.6
Operating income =N ON 616.5 100.0 7273 100.0
Reversal for guarantee losses BOEREEEES 1.3 0.2 1.6 0.2
Impairment losses EERBERX (59.0) (9.5) (115.6) (15.9)
- Receivables for default payments - ERER 24 0.4 (11.3) (1.6)
- Micro and small loan business ~-MEEEER (54.6) (8.9) (58.9) (8.1)
- Entrusted loans -RREX (11.4) (1.8) (27.0) (3.7)
- Receivables for factoring business —ERIRER 8.6 1.4 1.7) 0.2)
- Finance lease receivables -ERBERER (4.0) (0.6) (16.7) 2.3)
Operating expenses EETH (379.8) (61.6) (408.0) (56.1)
- Operation and administrative expenses - XBREEE (372.4) (60.4) (400.1) (55.0)
- Tax and surcharges —B& &K (7.4) (1.2) (7.9) (1.1)
Other net losses HithEETE (7.8) (1.3) (1.2) 0.2)
Share of profits of associates BECERENE 224 3.6 9.9 1.4
Share of losses of joint venture AECERERK (4.3) (0.7) (1.7) 0.2)
Profit before taxation BRI R E 189.3 30.7 212.3 29.2
Income tax TS & A (58.5) (9.5) (57.9) (8.0)
Net profit = ilpd 130.8 21.2 154.4 212

Hanhua Financial Holding Co., Ltd.
BESEROERAA



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 three years, the strategy was continuously
strengthened in 2019, splitting the operation of the Group into
four major business segments, namely the partnership finance
business segment, the micro and small loan business 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.

Micro and small loan business segment:

Micro and small loan business segment consists of nine small
loan companies in Chongging, Chengdu, Tianjin, Shenyang,
Nanning, Guiyang, Nanjing, Harbin and Shenzhen, as well as
institutions with functions such as information consulting, asset
management and credit services, with focus on offering “small-
amount and dispersive” integrated financial services to various
micro and small enterprises, individual business proprietors and
individuals.

Capital investment and management segment:

This segment provides capital investment services to certain
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
BB HE

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 optimize the business structure
and customer structure, provide integrated financial services to
SMEs and individuals based on the “customer-oriented” strategy.
For the six months period ended 30 June 2019 (the “first half of
2019”"), the Group has generated a net profit of RMB130.8 million,
representing a decrease of RMB23.6 million or 15.3%, compared
to the net profit of RMB154.4 million for the six months period
ended 30 June 2018 (the “first half of 2018”, or “same period of
2018”). Although the overall improvement in asset quality resulted
in the significant decrease in impairment losses in the current
period and a decline in operating expenses, the decline in net fee
and interest income resulted in a slight decrease in net profit in
the first half of 2019. The related analysis is as follows:

e  The structure adjustment of credit guarantee business
has achieved remarkable results. The volume and
balance of project performance guarantee maintained
a stable growth trend and continue to become a profit
growth point in the first half of 2019.

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 in-
depth 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
covering a majority of regions in the PRC.

Hanhua Financial Holding Co., Ltd.
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In the first half of 2019, the net guarantee and consulting
fee income generated by the credit guarantee business of
the partnership finance business segment was RMB328.3
million, representing a decrease of RMB34.0 million or 9.4%,
compared to the net guarantee and consulting fee income
of RMB362.3 million in the first half of 2018. The decrease
was mainly due to the guarantee totalling RMB2,120.7 million
for a standard small loan product with diverse maturities
in batches by cooperating with external channels by the
segment in the fourth quarter of 2017. The net guarantee
and consulting fee income generated by such special
product in the first half of 2018, second half of 2018 and
first half of 2019 was RMB52.7 million, RMB15.2 million and
RMB4.1 million, respectively. The special product was a one-
off cooperation between the Group and external channels.
As at the date of approval of these financial statements, most
of the special product has been released upon expiration,
with the outstanding balance of RMB84.6 million under
normal performance.

Excluding the impact of the aforesaid guarantee and
consulting fee income from the one-off cooperation business,
in the first half of 2019, the net guarantee and consulting
fee income generated by the credit guarantee business of
the partnership finance business segment was RMB324.2
million, representing an increase of RMB14.6 million or 4.7%,
compared to the net guarantee and consulting fee income of
RMB309.6 million for the same period of 2018. The increase
was mainly due to the continuous growth of net guarantee
and consulting fee income generated by the non-financing
guarantee business, especially the project performance
guarantee business. Meanwhile, the net guarantee and
consulting fee income from traditional financing guarantee
business recorded a slight increase.

For more information on the operating conditions of the
credit guarantee business of the partnership finance business
segment, please refer to the section pages 17 to 34 headed
“Management Discussion and Analysis” in this report.
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The Group’s net interest and handling fee income in the
first half of 2019 was RMB255.5 million, representing
a decrease of RMB99.2 million or 28.0% as compared
with RMB354.7 million for the same period of 2018.
The decrease was attributable to the asset allocation
policy adjustment in the partnership finance business
segment and repayment of maturing debt from the
micro and small loan business segment resulted in
the decrease in the balance of loan asset business
managed in the first half of 2019. Of which:

In the first half of 2019, the net interest and handling fee
income of the capital business of the partnership finance
business segment was RMB113.2 million, representing a
decrease of RMB50.0 million or 30.6% as compared with the
same period of 2018. It was mainly attributable to:

The Group continuously enhanced liquidity management
and always maintained a high level of cash reserve to
cope with the complex external operating environment.
Meanwhile, since the implementation of the Measures for
the Administration of the Asset Proportions of Financing
Guarantee Companies ( (Rt & R A7) & E Lt H & 12 #
7&) )in April 2018, one of the supporting rules for the
Regulations on the Supervision and Administration of
Financing Guarantee Companies ( (B & ER QA FEEEE
1&51) ) implemented since 1 October 2017, the subsidiaries
of the Group engaging in financing guarantee business have
gradually increased the proportion of the qualified assets
such as time deposit, bond-based assets and other assets
with higher liquidity in their investment. While the level of
liquidity increased, income from such capital decreased
substantially in comparison with traditional capital businesses
such as entrusted loan business. As a result of such
influence, the balance of the capital of the Group used for
capital business has been decreased. As at 30 June 2019,
the balance of the capital business of the partnership finance
business segment was RMB2,814.6 million, representing a
decrease of RMB747.3 million or 21.0% as compared with
RMB3,561.9 million as at 31 December 2018. Meanwhile, in
order to effectively improve asset quality, the Group further
elevated business entrance requirements, strengthened risk
management and spontaneously lowered the charge rate
to customers who met certain criteria. The above factors
have together contributed to the decreasing trend of the net
interest income generated by the capital business.

Hanhua Financial Holding Co., Ltd.
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Meanwhile, the Group provided customers with
comprehensive financial service solutions by taking
advantage of its abundant financial licenses and organising
professional teams to actively participate in the resources
integration, reorganisation and merger and acquisition of
some of its customers. Regarding this business, the Group
provided capital of different amounts based on project
requirements and received revenues just covered the capital
cost during the use of capital. Most of the revenue was
represented by investment income, gain on changes in fair
value, etc. upon conclusion of the projects. In the first half
of 2019, the partnership finance business segment attained
RMB26.0 million of net trading gains through this business.

In the first half of 2019, the net interest and handling fee
income from the micro and small loan business segment
was RMB246.9 million, representing a decrease of RMB36.0
million or 12.7% as compared with RMB282.9 million in
the first half of 2018. This was mainly due to the decrease
in net interest and handling fee income from credit lending
business (For information on the definition of “credit
lending business”, please refer to “Management Discussion
and Analysis” section on page 39 in this report) and the
increase in net interest and handling fee income from credit
consulting business (For information on the definition of
“credit consulting business”, please refer to “Management
Discussion and Analysis” section on page 39 in this report).
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In the first half of 2019, the net interest and handling fee
income from credit lending business of the micro and small
loan business segment was RMB182.5 million, representing
a decrease of RMB100.4 million or 35.5% as compared with
RMB282.9 million in the first half of 2018. This was mainly
due to no seamless match between new debt capital and
debt capital soon falling due, resulting in the micro and
small loan business segment of the Group to accumulate
funds with business returns and to gradually repay external
financing, which reduced the capital available for loan
granting, resulting in a decline in the loan balance of credit
lending business. In the first half of 2019, the monthly
average loan balance of credit lending business of the micro
and small loan business segment was RMB4,345.7 million,
representing a decrease of RMB1,567.5 million or 26.5%
as compared with RMB5,913.2 million in the same period
of 2018. In the first half of 2019, the average interest and
handling fee rate of credit lending business was 15.2%,
an increase of 1.0 percentage point from 14.2% in the first
half of 2018. The increase in average interest and handling
fee rates effectively mitigated the impact of the decrease in
credit lending business on the net interest and handling fee
income. From the second half of 2018, the Group actively
promoted and upgraded credit products. By continuing to
increase the R&D and promotion of standardized products,
the Group improved lending efficiency and operation
management while effectively identified and managed
risks, enhancing product competitiveness and customer
satisfaction.

Leveraging the Group’s accumulated experience, capabilities
and strengths in micro and small loan services, the micro
and small loan business segment provided credit consulting
services to financial institutions such as external partner
banks and trusts, including assistance in obtaining clients,
standardized risk assessment services and post-loan
management services, and charged certain service fee
based on services provided. In the first half of 2019, the
credit consulting business generated a total net interest
and handling fee income of RMB64.4 million (the first half of
2018: nil).

Hanhua Financial Holding Co., Ltd.
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For more information on the operating conditions of capital
business of the Group, please refer to pages 35 to 38 of
capital business of the partnership finance business segment
and pages 38 to 53 of the micro and small loan business
segment under the section headed “Management Discussion
and Analysis” in this report.

With the continued improvement in asset quality, the
impairment losses decreased significantly in the first
half of 2019, and asset quality indicators improved
continuously. 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 in the
first half of 2019. Meanwhile, the continuous efforts in
enhancing recovery of default payments of customers
in previous years resulted in a significant decrease in
the provision for impairment losses of receivables for
default payments.

Despite the trend of slight decline in the guarantee balance,
the Group continued to adopt a strategy of prudent
accounting estimates. In the first half of 2019, only RMB1.3
million reversal for guarantee losses was made by the Group
(the first half of 2018: RMB1.6 million). Provisions for credit
guarantee business were 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. Provision rate (provision rate =
balance of provisions for guarantee losses/ending balance
of outstanding guarantee) reflects the level of provisioning
for future potential default risk associated with the Group’s
guarantee portfolio. As at 30 June 2019, the provision rate
for credit guarantee business was 0.9% (31 December 2018:
0.9%). The provision rate remained relatively stable.
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Given the overall improvement of the Group’s business
structure, customer base, product portfolio and risk control
strategies, in the first half of 2019, the amount of default
payments paid on behalf of customers and default rate
continued to decline, and the quality of assets continued to
be improved. In the first half of 2019, the actual amount of
default payments paid by the Group on behalf of customers
was RMB44.9 million, representing a decrease of RMB54.5
million or 54.8% as compared with RMB99.4 million for the
same period of 2018. The overall default rate of the Group
shows the quality of the Group’s guarantee portfolio. In
the first half of 2019, the Group’s default rate was 0.4%,
representing a significant decrease as compared with 1.0%
for the same period of 2018.

In the first half of 2019, the Group recovered default
payments of RMB13.8 million in total from defaulting
customers, representing a decrease of RMB59.5 million
or 81.2% as compared with RMB73.3 million for the same
period of 2018. Meanwhile, the recovery rate (recovery rate
= current recovery amount/current default payments) in the
first half of 2019 was 30.7%, representing a decrease of 43.0
percentage points from 73.7% for the same period of 2018.
The decrease in the recovery amount in the first half of 2019
was subject to seasonal factors. Generally, as influenced by
annual management and other factors, there would be an
obvious growth in ratio of closed cases and recovery amount
in the second half of a year as compared with the first half.

For more information on the risk management and asset
quality indicators of the credit guarantee business of the
partnership finance business segment of the Group, please
refer to the section pages 31 to 34 headed “Management
Discussion and Analysis” in this report.
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The asset quality in the micro and small loan business
segment improved continuously. Balance and ratio of
impaired loans both decreased while provision rate and
provision coverage rate both increased, indicating a
further enhancement of anti-risk capability.

In previous years, the credit lending business in the micro
and small loan business segment was dominated by “pure
credit”. Since 2015, following four years of exploration, the
micro and small loan business segment has developed three
major business directions, namely “micro and small finance,
standard finance, and platform finance”, as well as core
products including “Kuaixiao Loan, Jiaye Loan, Jinshui Loan
and Jiqun Loan”. In particular, the “Jiaye Loan” product of
which the collateral is the properties held by the borrowers
increased the proportion of pledged housing in the asset
portfolio, thereby enhancing asset quality.

In the first half of 2019, the Group continued to adopt
prudent accounting estimates. Coupled with overdue and
impairment characteristics of products, the provision for
impairment losses of the micro and small loan business
segment was RMB54.6 million (the first half of 2018:
RMB58.9 million), resulting in the increase in provision rate
from 4.8% as at 31 December 2018 to 5.2% as at 30 June
2019.

In the first half of 2019, the Group enhanced the disposal of
impaired loans through write-off. Totalling RMB79.1 million
loans that made full provision for impairment losses have
been written-off, resulting in decline in the balance and
proportion of impaired loans. The balance of impaired loans
in the micro and small loan business segment was RMB74.3
million as at 30 June 2019, representing a decrease of
RMB20.3 million or 21.5% as compared with RMB94.6
million as at 31 December 2018; meanwhile, the proportion
of impaired loans to asset balance of credit lending business
decreased from 2.0% as at 31 December 2018 to 1.9% as
at 30 June 2019.

For more information on the risk management and asset
quality indicators of the credit lending business of the micro
and small loan business segment of the Group, please
refer to the section pages 50 to 52 headed “Management
Discussion and Analysis” in this report.
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With the continued enhancement in cost management,
the refined management system was gradually
formed, which resulted in the decline in operating
expenses; meanwhile, cost structure was optimised
and investment on high-calibre talents was increased
continuously.

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, RMB8.2 million
was accounted for as share-based payments in the income
statement for the first half of 2019 (the first half of 2018:
RMB14.1 million).

In the first half of 2019, the Group reported operating
expenses of RMB379.8 million, representing a decrease
of RMB28.2 million or 6.9% as compared with RMB408.0
million for the same period of 2018. 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 2019 would be RMB364.2
million, representing a decrease of RMB21.8 million or
5.6% as compared with RMB386.0 million in the same
period of 2018. The decrease was mainly attributable to the
purchase of commercial properties as offices to gradually
phase out the original leasing of offices in certain cities with
business. The operating expenses relating to office leasing
were declining following more commercial properties were
purchased and put into use. As the impact of “Share-
based payments” and office rent on the financial statements
declined, the Group continued to apply the cost saved to the
development of human resources. By strengthening training
and granting rewards to business units and teams with
outstanding performance, the Group continued to increase
investment in human resources.

In the first half of 2019, 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
EEENWmED

BUSINESS AND FINANCIAL REVIEW XX KB EEE
PARTNERSHIP FINANCE BUSINESS SEGMENT BHESHEBEH I

Partnership finance business segment mainly engages in the BHEREBEES BUREEMN 2 E
provision of integrated financing services for SME clients covered MEERGE TEERNERPNEERP
by the national operating network of the Group, which primarily RHGEAESRHRBEH AR 28
include credit guarantee, capital business (capital business mainly ERER EoXB (EoXBEERERE

includes receivables for factoring business, bill discount, finance WHERIRIE - RIRALIR - MEHE  Z7EE
lease, entrusted loans), financial assets management and other ) CRMEEETE URHMRE-
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 SHOMBEREERE:
dates indicated:

For the six months

period ended 30 June Change
HZE6A30B L
ANEREH &

(Expressed in RMB million, unless otherwise stated) 2019 2018 Amount  Percentage %
(BEEFHEMN UARETELIT) 20195 20184 28 B %
Operating results BB

Net guarantee and consulting fee income ERREEHAEZFWRA 328.3 362.3 (34.0) (9.4)
- Continuing operations -BELERES 324.2 309.6 14.6 4.7
- One-off cooperation business ——REAIEER 4.1 52.7 (48.6) (92.2)
Net interest and handling fee income FERFEBFRA 113.2 163.2 (50.0) (30.6)
Net fee and interest income FFEERFISRWA 4415 525.5 (84.0) (16.0)
Net trading gains R 5FWE 26.0 - 26.0 -
Other revenue, net Hi A58 4.4 55 (1.1) (20.0)
Reversal for guarantee losses BOEREEEES 1.3 1.6 (0.3) (18.8)
Impairment losses BEREERRX 5.6 (57.9) (63.5) (109.7)
- Receivables for default payments - WA ER 2.4 (11.3) (13.7) (121.2)
- Entrusted loans -ZRER (1.4) (28.2) (26.8) (95.0)
- Receivables for factoring business — BRI 8.6 (1.7) 10.3) (605.9)
- Finance lease receivables -FEURERER (4.0) (16.7) (12.7) (76.0)
Operating expenses EET W (164.5) (177.5) (13.0) (7.3)
- Operation and administrative expenses - ¥BLERE (159.9) (173.8) (13.9) (8.0)
- Tax and surcharges —BeRkMm (4.6) (3.7) 0.9 24.3
Profit before taxation BATRIE 314.3 297.2 17.1 5.8
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Management Discussion and Analysis

BB WD

In the first half of 2019, profit before taxation of the partnership
finance business segment was RMB314.3 million, representing
an increase of RMB17.1 million or 5.8% as compared with
RMB297.2 million for the same period of 2018. The increase
in profit before taxation of such segment which was mainly
attributable to the more obvious effect of the continuous
optimization and adjustment of the business structure and
customer structure of such segment, significant improvement
in the assets portfolio quality, and substantial decrease in
impairment losses of associated assets. Specifically as follows:

e  The structure adjustment of credit guarantee business
has achieved remarkable results. The volume and
balance of project performance guarantee maintained
a stable growth trend and continue to become a profit
growth point in the first half of 2019.

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 in-
depth 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
covering a majority of regions in the PRC.
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Management Discussion and Analysis

In the first half of 2019, the net guarantee and consulting
fee income generated by the credit guarantee business of
the partnership finance business segment was RMB328.3
million, representing a decrease of RMB34.0 million or 9.4%,
compared to the net guarantee and consulting fee income
of RMB362.3 million in the first half of 2018. The decrease
was mainly due to the guarantee totalling RMB2,120.7 million
for a standard small loan product with diverse maturities
in batches by cooperating with external channels by the
segment in the fourth quarter of 2017. The net guarantee
and consulting fee income generated by such special
product in the first half of 2018, second half of 2018 and
first half of 2019 was RMB52.7 million, RMB15.2 million and
RMB4.1 million, respectively. The special product was a one-
off cooperation between the Group and external cooperation
channels. As at the date of approval of these financial
statements, most of the special product has been released
upon expiration, with the outstanding balance of RMB84.6
million under normal performance.

Excluding the impact of the aforesaid guarantee and
consulting fee income from the one-off cooperation business,
in the first half of 2019, the net guarantee and consulting
fee income generated by the credit guarantee business of
the partnership finance business segment was RMB324.2
million, representing an increase of RMB14.6 million or 4.7%,
compared to the net guarantee and consulting fee income of
RMB309.6 million for the same period of 2018. The increase
was mainly due to the continuous growth of net guarantee
and consulting fee income generated by the non-financing
guarantee business, especially the project performance
guarantee business. Meanwhile, the net guarantee and
consulting fee income from traditional financing guarantee
business recorded a slight increase.
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In the first half of 2019, total guarantee and consulting fee
income of non-financing guarantee business (mainly including
project performance guarantee business) was RMB80.5
million, representing an increase of RMB18.7 million or
30.3% as compared with RMB61.8 million for the same
period of 2018. This was mainly due to the continuous and
stable growth of project performance guarantee business.
Based on the demand for “project performance guarantee”
business by the construction industry, the Group designed
specific products by taking into account the operating
features of the construction industry, and assisted a number
of construction and engineering construction enterprises
which met certain qualifications in their business expansion
by issuing “bid bonds, performance bonds and prepayment
bonds”. Since 2016, the Group has been expanding its
project performance guarantee business vigorously, and
maintaining high speed of growth. The transaction amount of
the project performance guarantee business in the first half
of 2019 was RMB4,629.1 million, representing an increase
of RMB118.1 million or 2.6% as compared with RMB4,511.0
million for the same period of 2018. As at 30 June 2019,
the balance of project performance guarantee business was
RMB11,162.8 million, representing an increase of RMB182.2
million or 1.7% as compared with RMB10,980.6 million as at
31 December 2018.

Excluding the impact of the aforesaid guarantee and
consulting fee income from the one-off cooperation business,
in the first half of 2019, total guarantee and consulting fee
income of traditional financing guarantee business was
RMB166.9 million, representing an increase of RMB4.6
million or 2.8% as compared with RMB162.3 million for the
same period of 2018. In the first half of 2019, the transaction
amount of traditional financing guarantee business was
RMB3,964.3 million, representing a decrease of RMB465.3
million or 10.5% as compared with RMB4,429.6 million
in the first half of 2018. As at 30 June 2019, the Group's
outstanding guarantee balance of traditional financing
guarantee business was RMB8,202.8 million, representing
a decrease of RMB865.3 million or 9.5% as compared with
RMB9,068.1 million as at 31 December 2018. Despite the
slight decrease in transaction amount and balance of the
traditional financing guarantee business, the guarantee and
consulting fee income generated was on the rise, which was
due to the improving pricing ability of the Group in respect of
such product.
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Management Discussion and Analysis

In the first half of 2019, total guarantee and consulting fee
income of bond guarantee business was RMB81.0 million,
representing a decrease of RMB5.3 million or 6.1% as
compared with RMB86.3 million for the same period of
2018. This was mainly due to the gradual release of part of
the bond guarantees and decrease in new bond guarantee
business. In the first half of 2019, the Group provided
guarantee for the issuance of two new bonds totalling
RMB549.0 million, representing a decrease of RMB221.0
million or 28.7% as compared with the aggregate amount
of RMB770.0 million in the first half of 2018. As at 30 June
2019, the balance of outstanding bond guarantee was
RMB21,5689.0 million (31 December 2018: RMB23,555.0
million).

To cope with the complex external operating
environment, the Group continuously enhanced
liquidity management and maintained a high level of
cash reserve. Furthermore, the Group actively adjusted
the capital business structure to generate increasingly
diversified incomes from capital in addition to the
traditional interest income, such as net trading gains
arising from asset restructuring and merger and
acquisition.

In the first half of 2019, the net interest and handling fee
income of the capital business of the partnership finance
business segment was RMB113.2 million, representing a
decrease of RMB50.0 million or 30.6% as compared with the
same period of 2018. This was mainly due to the followings:
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The Group continuously enhanced liquidity management
and always maintained a high level of cash reserve to
cope with the complex external operating environment.
Meanwhile, since the implementation of the Measures for
the Administration of the Asset Proportions of Financing
Guarantee Companies ( (B E R QAR E E LI E 12 P
7&) )in April 2018, one of the supporting rules for the
Regulations on the Supervision and Administration of
Financing Guarantee Companies ( (B EER R AIEEE R
1&41) ) implemented since 1 October 2017, the subsidiaries
of the Group engaging in financing guarantee business have
gradually increased the proportion of the qualified assets
such as time deposit, bond-based assets and other assets
with higher liquidity in their investment. While the level of
liquidity increased, income from such capital decreased
substantially in comparison with traditional capital businesses
such as entrusted loan business. As a result of such
influence, the balance of the capital of the Group used for
capital business has been decreased. As at 30 June 2019,
the balance of the capital business of the partnership finance
business segment was RMB2,814.6 million, representing a
decrease of RMB747.3 million or 21.0% as compared with
RMB3,561.9 million as at 31 December 2018. Meanwhile, in
order to effectively improve asset quality, the Group further
elevated business entrance requirements, strengthened risk
management and spontaneously lowered the charge rate
to customers who met certain criteria. The above factors
have together contributed to the decreasing trend of the net
interest income generated by the capital business.

Meanwhile, the Group provided customers with
comprehensive financial service solutions by taking
advantage of its abundant financial licenses and organising
professional teams to actively participate in the resources
integration, reorganisation and merger and acquisition of
some of its customers. Regarding this business, the Group
provided capital of different amounts based on project
requirements and received revenues just covered the capital
cost during the use of capital. Most of the revenue was
represented by investment income, gain on changes in fair
value, etc. upon conclusion of the projects. In the first half
of 2019, the partnership finance business segment attained
RMB26.0 million of net trading gains through this business.
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Management Discussion and Analysis

In the first half of 2019, the credit guarantee business
continued to decline in terms of the amount of default
payments paid on behalf of customers and default rate,
and the quality of assets continued to be improved.
Meanwhile, the continuous efforts in enhancing
recovery of default payments of customers in previous
years resulted in a significant decrease in the provision
for impairment losses of receivables for default
payments.

Given the overall improvement of the Group’s business
structure, customer base, product portfolio and risk control
strategies, in the first half of 2019, the amount of default
payments paid on behalf of customers and default rate
continued to decline, and the quality of assets continued to
be improved. In the first half of 2019, the actual amount of
default payments paid by the Group on behalf of customers
was RMB44.9 million, representing a decrease of RMB54.5
million or 54.8% as compared with RMB99.4 million for the
same period of 2018. The overall default rate of the Group
shows the quality of the Group’s guarantee portfolio. In
the first half of 2019, the Group’s default rate was 0.4%,
representing a significant decrease as compared with 1.0%
for the same period of 2018.

In the first half of 2019, the Group recovered default
payments of RMB13.8 million in total from defaulting
customers, representing a decrease of RMB59.5 million
or 81.2% as compared with RMB73.3 million for the same
period of 2018. Meanwhile, the recovery rate (recovery rate
= current recovery amount/current default payments) in the
first half of 2019 was 30.7%, representing a decrease of 43.0
percentage points from 73.7% for the same period of 2018.
The decrease in the recovery amount in the first half of 2019
was subject to seasonal factors. Generally, as influenced by
annual management and other factors, there would be an
obvious growth in ratio of closed cases and recovery amount
in the second half of a year as compared with the first half.
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The Group assessed the recoverability, recovery amount
and recovery time of receivables for default payments
on an item-by-item basis, mainly based on the counter-
guarantee provided by clients, compared the present value
of potentially recoverable amount and default amount and
recognised the difference as impairment losses of receivables
for default payments.

As at 30 June 2019, the Group’s provision rate of
receivables for default payments (provision rate = provision
for impairment of receivables for default payments/original
value of receivables for default payments) was 40.2%,
which increased stably as compared with 39.7% as at 31
December 2018. Accordingly, the Group reversed RMB2.4
million of impairment losses of receivables for default
payments in the first half of 2019, representing a decrease
of RMB13.7 million or 121.2% from RMB11.3 million for the
same period of 2018.

The refined cost management system was gradually
formed, contributing to a diminishing trend of
operating cost and more reasonable cost structure,
and the Group continued to intensify investment in the
development of human resources.

In the first half of 2019, the total amount of operation and
administrative expense generated by the partnership finance
business segment was RMB159.9 million, representing a
decrease of RMB13.9 million or 8.0% as compared with
RMB173.8 million for the same period of 2018.

Since 2017, the provincial agencies of the partnership
finance business segment gradually began to purchase
commercial properties as a place of business, for the
purpose of reducing rent expenses and applying the
cost saved to the construction of human resources. With
more commercial properties were purchased and put
into use, operating cost related to leasing of office space
was declining. Meanwhile, since 2015, it has increased
the performance incentive and offered extra rewards to
well-established institutions and teams with excellent
performance and great risk management 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

Partnership finance business segment - Credit
guarantee - Business expansion and products

BEEE WD

BHrEVMEBEFR I -GFHER-%
BHRRREM

The following table sets forth the key performance indicators of TERHEINAMTABPAEER TS RER
the credit guarantee business of the partnership finance business SHOMEEEAEREBNBRESE
segment of the Group as at the dates indicated:

7
5.

30 June 31 December

2019 2018 Change
2019% 2018%F
6A30H 12A31H &
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(REEFHRMN UAREBRETIIT) k2] Ea:i % B2 %
Product distribution of outstanding ERBERERDIM:
guarantee:
Traditional financing guarantee BHMEER 8,202.8 9,068.1 (865.3) (9.5)
Bond guarantee BHER 22,389.0 24,355.0 (1,966.0)
Subtotal of financing guarantee balance ~ BEERERFE /N5t 30,591.8 33,423.1 (2,831.3) 8.5)
Re-guarantee BERDH (800.0) (800.0) - -
Outstanding traditional financing BRRMAER 8,202.8 9,068.1 (865.9) (9.5)
guarantee balance TR
Outstanding bond guarantee balance BHRERTRAE 21,589.0 23,555.0 (1,966.0) (8.3)
Outstanding financing guarantee balance BEEREREHE 29,791.8 32,623.1 (2,831.3) 8.7)
Non-financing guarantee FREER 11,253.1 11,070.9 182.2 1.6
- Project performance guarantee - IRBHOER 11,162.8 10,980.6 182.2 1.7
- Litigation guarantee —FRABROER 90.3 90.3 - -
Total outstanding guarantee balance ERGBEA 41,044.9 43,694.0 (2,649.1) 6.1)

Interim Report 2019
ZE-NEFHRRRE

25



26

Management Discussion and Analysis

BB WD

The Group adhered to the principles of compliant operations
and “encouragements and discouragements”, and effectively
integrated the macroeconomic control policies and industry
policies of the government to develop the guarantee business in a
prudent, steady and appropriate manner. As at 30 June 2019, the
Group’s outstanding guarantee balance of the credit guarantee
business was RMB41,044.9 million, representing a decrease of
RMB2,649.1 million or 6.1% as compared with RMB43,694.0
million as at 31 December 2018. This was mainly due to the
fact that bond guarantees were gradually due and repaid in the
first half of 2019, contributing to a decrease in the outstanding
guarantee balance.

The Group kept improving its product portfolio based on
the macroeconomic environment and market conditions, in
combination with needs of business development in the future, to
provide more diversified product support for business marketing.
At the same time, the Group revised and optimised some of its
existing products to meet market changes, and continuously
improved product popularity and competitiveness. In addition,
the Group will continue its product innovation. Such strategies
will promote the constant improvement of the Group’s business
product portfolio. The Group’s guarantee products primarily
include guarantee for direct financing through bank and other
fund channels; guarantees for bonds issued on the stock
exchange market, inter-bank markets and other channels; and
non-financing guarantees such as pledge and performance
guarantee for construction and engineering construction
enterprises and litigation guarantee.
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Management Discussion and Analysis

Traditional financing guarantee business

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

In the first half of 2019, total guarantee and consulting
fee income of the traditional financing guarantee business
was RMB166.9 million (excluding the effect of income from
the one-off guarantee business cooperation with external
cooperation channels in respect of a standard small loan
product with diverse maturities in batches in the fourth
quarter of 2017, the same hereinafter; for more information
on this business, please refer to page 9), representing an
increase of RMB4.6 million or 2.8% as compared with
RMB162.3 million for the same period of 2018.

In the first half of 2019, the transaction amount of traditional
financing guarantee business was RMB3,964.3 million,
representing a decrease of RMB465.3 million or 10.5% as
compared with RMB4,429.6 million in the first half of 2018.
As at 30 June 2019, the Group’s outstanding balance of
traditional financing guarantee business was RMB8,202.8
million, representing a decrease of RMB865.3 million or 9.5%
as compared with RMB9,068.1 million as at 31 December
2018. Despite the slight decrease in transaction amount and
balance of the traditional financing guarantee business, the
guarantee and consulting fee income generated was on the
rise, which was due to the improving pricing ability of the
Group in respect of such product.

Since 2015, the Group has gradually been withdrawing from
industries and clients with higher credit risks while actively
identifying new customers and constantly expanding its client
base. As at 30 June 2019, there were about 1,500 clients of
traditional financing guarantee business of the Group, and
the average balance of individual client was RMB5.5 million
(31 December 2018: RMB5.7 million).
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Bond guarantee business

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

In the first half of 2019, total guarantee and consulting fee
income of the bond guarantee business was RMB81.0
million, representing a decrease of RMB5.3 million or 6.1%
as compared with RMB86.3 million for the same period
of 2018, primarily due to gradual repayment of part of
the bonds since the third year and decrease in new bond
guarantee business. In the first half of 2019, the Group
provided guarantees for the issuance of two new bonds
totalling RMB549.0 million, representing a decrease of
RMB221.0 million or 28.7% as compared with the aggregate
amount of RMB770.0 million for the same period of 2018.
Meanwhile, bond guarantee of RMB2,515.0 million in total
was successfully released in the first half of 2019. As at
30 June 2019, the Group’s outstanding bond guarantee
balance was RMB21,589.0 million (31 December 2018:
RMB23,555.0 million).
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Management Discussion and Analysis

As at 30 June 2019, the collateral coverage rate of the
bond guarantee business was 82.7% (31 December 2018:
82.3%). The bonds guaranteed by the Group were rated
high and the associated risks were relatively low. In terms
of debt business, the Group requires the business team
and the risk management team to perform regular post-
guarantee management, and perform additional post-
guarantee management procedures within 15 days after
the disclosure of issuer’s annual financial report as well
as 45 days before the principal and interest payment date
of corresponding bonds. Due to the tightening liquidity of
external capital market and the context of “de-leverage”,
debt financing of some platforms with weaker qualification
defaulted. On 19 June 2018, the Group issued the Notice on
Full and Substantial Resumption of Debt Guarantee Business
((AREEEREFKETI2EEBEHERNBEE) ) (‘the
Notice”), which requires all business institutions to carry out
comprehensive review on stock debt projects in respect
of issuers’ creditability, progress of fundraising projects,
use of raised funds, counter-guarantee measures, local
financial situation and changes in the financing environment,
and the stability of platform itself. All business institutions
strictly implemented the Notice, and formed special post-
guarantee management report within the specified time
and submitted to the financing business review committee
for consideration. According to the review results, the
creditability of issuers experienced no significant change
as compared with that at initial credit granting; most of the
fundraising projects have been completed; the counter-
guarantee measures required in credit resolution had no
signs of weakening; and local financial situation and financing
environment had no significant and adverse changes. The
bond issuers guaranteed by the Group are the first or
second largest platform in their regions with strong stability,
and have been repaying principal and interest since the
bond was successfully issued. According to the Group's
comprehensive review on each bond, there is no significant
potential default risk in the bond guarantee business.

As at the date of approval of these financial statements, the
principal and interest of all the bonds guaranteed by the
Group have been normally repaid, without any exception.
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 2018.
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Non-financing guarantee - Project performance
guarantee business

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 project performance
guarantee.

In the first half of 2019, total guarantee and consulting fee
income of non-financing guarantee business was RMB80.5
million, representing an increase of RMB18.7 million or
30.3% as compared with RMB61.8 million for the same
period of 2018, which was primarily due to the continuous
and steady growth of the 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 2019 was RMB4,629.1
million, representing an increase of RMB118.1 million or
2.6% as compared with RMB4,511.0 million for the same
period of 2018. As at 30 June 2019, the outstanding
balance of project performance guarantee business was
RMB11,162.8 million, representing an increase of RMB182.2
million or 1.7% as compared with RMB10,980.6 million
as at 31 December 2018. As at 30 June 2019, there were
approximately 900 clients in the project performance
guarantee business of the Group, and the average balance
of individual client was RMB12.4 million (31 December 2018:
RMB183.7 million).
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Management Discussion and Analysis

EEEIImE

Partnership finance business segment - Credit

guarantee - Risk management and asset quality MEEREEEE

The following table sets forth the key asset quality indicators

of the credit guarantee business of the Group as at the dates EEHREEESHEE:

vl

BHrEVEBEFRIF-GFHAER-EA

TRHFIINFIREHAKEERERED

indicated:
For the six months For the
period ended 30 June Change year 2018
HZ6A30ALAEANE g 2018% %
2019 2018
2019 20185
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage % Amount
(BEEHEEN UAREBELYT) £ 28 28 ARl% 28
Default rate (! RE=Y 0.4% 1.0% (0.6 ppt - 0.9%
BAH)
Default payments BONR 44.9 99.4 (54.5) (54.8%) 206.3
Guarantee released RRRER 11,7915 9,735.4 2,056.1 21.1% 22,522.1
Provision rate ? Bz 0.9% 0.8% 0.1 ppt - 0.9%
BAE
Provisions for guarantee losses ERBERES 375.2 376.0 (0.8) (0.2%) 376.5
Total outstanding guarantee balance BERBE 41,044.9 46,440.2 (5,395.3) (11.6%) 43,694.0
Loss ratio © BxZo - 0.1% (0.1 ppt - 0.4%
BAH)
(Reversal)/provision for impairment losses ~ [EWKEF (&) / (2.4) 1.3 (13.7) (121.2%) 86.0
of receivables for default payments STROEERBERX
Guarantee released BERER 11,791.5 9,735.4 2,056.1 21.1% 22,5021
Recovery rate “ ElG4:4 30.7% 73.7% (43.0 ppt - 105.1%
BAH)
Recovered amount El&F 13.8 73.3 (59.5) (81.2%) 216.8
Default payments JERIINES 44.9 99.4 (54.5) (54.8%) 206.3
Notes: AR

(1) Default payments made on behalf of defaulting clients divided by

total guarantee released.

(2)  Provisions for guarantee losses divided by the outstanding guarantee
balance. Provision rate indicates the level of reserve which the Group

set aside for the guarantee portfolio.

(3) Impairment losses of receivables for default payments divided by

total guarantee released.

(4) Recovered amount divided by default payments made on behalf of

defaulting clients.

M

@)

RENTPREENERABBREABRE
REF-

EREEEESRAZRGE BEXR
AAEERERESOREKF -

FEM B B BRI E 1R R R A B B JE iz
BiEREE-

ORESEBRARENEPBEMGERE -

Interim Report 2019
ZE-NEFHRRRE

31



32

Management Discussion and Analysis

BB WD

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 continue to work
towards “safety first, customer base upgrade, comprehensive
income and compliant credit extension” in 2019.

° Safety first: The Group adheres to the principles of unified
customer access and single debtor, small amount dispersion
and reasonable installments. For new customers, in the
market survey phase, the Group strengthened customer
admission standards and efforts in on-site investigation
and management of uncertain risks. While focusing on the
primary repayment source, the Group also developed the
secondary repayment source by strengthening acquisition
and management of collaterals, so as to reduce the
ultimate risk. As at 30 June 2019, the collateral coverage
of customers of traditional financing guarantee business
was 56.1% (31 December 2018: 58.6%). Furthermore, 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 the surplus industry with relatively high inventory
pressure as well as the industry with low efficiency of
resource allocation, and gradually developed “partnership
finance, supply chain finance, capital market” as its three
major customer base and business direction.
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Management Discussion and Analysis

Comprehensive income: While granting business units with
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 overall upgrade of comprehensive
income by utilizing the partnership finance business segment
and even the excellent financial instruments of Hanhua
Financial and by offering customers with integrated financial
service solutions.

Compliant credit extension: The Group published policies
on credit extension periodically and 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 throughout the process of
“pre-loan, in loan and post-loan stages, and the disposal
and recovery of non-performing assets” so as to reduce
operational risk.

In the first half of 2019, Total default payments of RMB44.9
million were made on behalf of defaulting clients by the
Group, representing a decrease of RMB54.5 million or 54.8%
as compared with RMB99.4 million for the same period
of 2018. The overall default rate of the Group shows the
quality of the Group’s guarantee portfolio. In the first half
of 2019, the Group’s default rate was 0.4%, representing
a significant decrease as compared with 1.0% for the
same period of 2018. The continued decrease in default
rate in the first half of 2019 was mainly due to the Group’s
compressive enhancement of post-guarantee management
to increase management frequency and efforts. Meanwhile,
the administrative measures for granting of performance
bonuses after “discharge of guarantee liabilities” were
fully implemented among all business personnel to further
heighten the risk management awareness of all employees.
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The Group assesses the potential recovery possibility and
the amount recoverable for each receivables for default
payments one by one mainly based on the counter-guarantee
provided by the borrower and the possibility of disposal,
and compares the present value of the possible recoverable
amount with the receivables for default payments, where the
difference is included in the impairment losses for the current
period. In the first half of 2019, the reversal for impairment
losses of receivables for default payments of the Group was
RMB2.4 million, representing a decrease of RMB13.7 million
or 121.2% as compared with RMB11.3 million of provision
for impairment losses of receivables for default payments
in the first half of 2018. The decrease of impairment losses
of receivables for default payments in the first half of 2019
was because, on the one hand, the current default payments
decreased by RMB54.5 million, and, on the other hand, the
Group’s enhancement in clearance management after default
payment, and the continuous increase in valuable collaterals
acquired for the default payments, as well as the substantial
progress in clearance and collection. Accordingly, the
provision rate of receivables for default payments (impairment
provision for receivables for default payments/original amount
of receivables for default payments) as at 30 June 2019
was 40.2%, which increased stably as compared with the
provision rate of 39.7% as at 31 December 2018. As at 30
June 2019, the original amount of the Group’s receivables
for default payments was RMB854.4 million (31 December
2018: RMB861.5 million), and the corresponding balance of
provision for impairment losses was RMB343.7 million (31
December 2018: RMB342.0 million).

For defaulting clients, 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 2019,
the Group recovered cash of RMB13.8 million in aggregate
from defaulting clients (the first half of 2018: RMB73.3
million), with a recovery rate of 30.7%.

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 2019, the
provision rate of the Group’s credit guarantee business
remained relatively stable at 0.9% (31 December 2018:
0.9%).
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Management Discussion and Analysis
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Partnership finance business segment - Capital BHESRMERER I -BEEK %
business - Business expansion and product KHEERER

The following table sets forth the key performance indicators of TERHEINAMTABPAEER TS RER
the capital business in the partnership finance business segment SR SHESCEBNBREBIEE:

of the Group as at the dates indicated:

30 June 31 December

2019 2018 Change
2019% 2018%F
6A30H 12A31H &
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(RRBEHHMN UAREKBETLIIR) k3.4 Ee 53 A%
Entrusted loans ZAER 868.3 859.2 9.1 1.1
Receivables for factoring business JE YR 12 5K 1,693.2 2,399.9 (706.7) (29.4)
Finance lease receivables U EEEER 253.1 302.8 49.7) (16.4)
Subtotal of the balance of capital business B4 ¥ %88 st 2,814.6 3,561.9 (747.3) (21.0)
Balance of provision for impairment losses & & R {E E #5358 148.5 155.0 (6.5) 4.2)
Provision rate A= 5.3% 4.4% 0.9 ppt -
ER
Provision coverage rate BmEERC 112.4% 128.4% (16.0 ppt -
B H)
Balance of overdue capital business EalEeELHE 348.4 376.4 (28.0) (7.4)
Proportion of overdue capital business © EafESEBELS 12.4% 10.6% 1.8 ppt -
ER
Balance of impaired capital business EREESEBHE 132.1 120.7 1.4 9.4
Proportion of the balance of impaired capital T RIEE £ £HHE G 4.7% 3.4% 1.3 ppt -
business AR
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EREWE

Pl

Notes:

M

Balance of provision for impairment losses divided by the balance of
capital business.

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

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 applies to all capital businesses of the Group,
including capital businesses in the partnership finance business
segment, and micro and small loan business in the micro and small
loan business segment.

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 attention, 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.
Provision for impairment losses of impaired capital business are
assessed collectively or individually as appropriate. The Group
regularly reviews the quality of individually significant financial assets.
With respect to assets for which provision is made individually, the
Group assesses the loss and determines the amount of provision on
the balance sheet date on an item-by-item basis. The Group usually
considers the value of collaterals and future cashflow.

This definition applies to all capital businesses of the Group,
including capital businesses in the partnership finance business
segment, and micro and small loan business in the micro and small
loan business segment.
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Management Discussion and Analysis

The partnership finance business segment satisfied customers’
demand for funding of different maturities and costs through
entrusted loans, receivables for factoring and finance lease.
To cope with the complex external operating environment,
the Group continuously enhanced liquidity management and
maintained a high level of cash reserve. Since the implementation
of the Measures for the Administration of the Asset Proportions
of Financing Guarantee Companies in April 2018, one of the
supporting rules for the Regulations on the Supervision and
Administration of Financing Guarantee Companies implemented
since 1 October 2017, the subsidiaries of the Group engaging
in financing guarantee business have gradually increased the
proportion of the qualified assets such as time deposits, bond-
based assets and other assets with higher liquidity in their
investment. While the level of liquidity increased, income from
such capital decreased substantially in comparison with traditional
capital businesses such as entrusted loan business. As a result
of such influence, the balance of the capital of the Group used
for capital business has been decreased. As at 30 June 2019,
the balance of the capital business of the partnership finance
business segment was RMB2,814.6 million, representing a
decrease of RMB747.3 million or 21.0% as compared with
RMB3,561.9 million as at 31 December 2018. The decrease
in balance of capital business was due to the lower balance of
receivables for factoring business and relevant stable entrusted
loans and finance lease receivables. As at 30 June 2019,
receivables for factoring business were RMB1,693.2 million,
representing a decrease of RMB706.7 million or 29.4% as
compared with RMB2,399.9 million as at 31 December 2018. The
average duration of this type of business was 11 months, and
98.1% of such business will be due within one year.

In terms of the receivables for factoring business, the Group
verifies the authenticity of receivables on a case-by-case basis
and implements rights determination. In the meantime, over
70% of the receivables for factoring business 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.
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BB WD

Partnership finance business segment - Capital
business - 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 of the partnership finance business segment, please
refer to the section headed “Risk management and asset quality”
of the credit guarantee business of this report.

As at 30 June 2019, the balance of overdue capital business of
the partnership finance business segment was RMB348.4 million,
representing a decrease of RMB28.0 million or 7.4% as compared
with RMB376.4 million as at 31 December 2018. As at 30 June
2019, the balance of impaired capital business of the partnership
finance business segment was RMB132.1 million, representing
an increase of RMB11.4 million or 9.4% as compared with
RMB120.7 million as at 31 December 2018.

MICRO AND SMALL LOAN BUSINESS SEGMENT

Micro and small loan business segment, which consists of
nine small loan companies in Chongging, Chengdu, Tianjin,
Shenyang, Nanning, Guiyang, Nanjing, Harbin and Shenzhen, as
well as institutions with functions such as information consulting,
asset management and credit services, has mainly focused
on offering small-amount and dispersive integrated financial
services to various micro and small enterprises, individual
business proprietors and individuals (hereinafter collectively
referred to as “small and micro customers”). Among them, small
loan companies in Chongging, Sichuan, Shenyang, Harbin and
Shenzhen have obtained the qualification for “lending loan on the
internet”. As a result, the Group is able to provide lending services
based on the internet, which facilitated the further expansion of
the Group’s micro and small loan business.
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Management Discussion and Analysis

The micro and small loan business segment has gradually
developed “credit lending business based on self-loan” and
“credit consulting business based on market development and
credit assessment”, by virtue of its years of experience in serving
small and micro customers, and its own capabilities and strengths
as well as combining relevant regulatory policies and industry
characteristics. These two business models have formed a
variety of service portfolios around the small and micro customer
market, and rationalized and adjusted business structure through
business portfolios with “different risk levels and different profit
levels”, thus improving service capabilities for small and micro
customers.

Credit lending business:

[t mainly refers to the lending of loans to small and micro
customers by small loan companies with granting qualification
entirely with their own autonomy and own working capital
(including registered capital and external financing funds), while
the Group is entitled to and assumes the responsibility for
customer marketing, due diligence, risk review and post-loan
management, as well as related income and risks.

Credit consulting business:

It mainly refers to the Group’s provision of credit consulting
business to financial institutions such as external partner banks
and trusts leveraging its accumulated experience, capabilities and
strengths in micro and small loan services, including assistance
in obtaining clients, standardized risk assessment services and
post-loan management service, while external partner financial
institutions conduct independent evaluation on small and micro
customers based on the aforesaid circumstance and their own
understanding of small and micro customers and risk tolerance,
and decide independently as to whether provide or decline capital
services.

In the course of cooperation with various financial institutions,
the two sides share information, exchange resources, and give
full play to their resource and technological advantages, with
a view to jointly providing credit lending business to small and
micro customers. The Group’s strengths lie in the risk awareness
and service experience in respect of such customer groups
accumulated over all these years in the small and micro customer
sector, as well as special risk control capacities, nationwide
network and team, and sound credit service output capability.
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As at 30 June 2019, the asset under management of the Group’s
small and micro credit business segment is as follows:

HZE2019F6A308  AEE/NMUEEEK
DEBETEENEEREEENT

30 June 2019 31 December 2018
201956H30H 201812 A31H

(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
(BREBEHEMN MAREBETLIIR) k3. HHEEY k3. AR %
Micro and small finance MiEr

Credit lending business EER% 767.8 40.8 919.4 435
Credit consulting business E AR 1,114.0 59.2 1,193.5 56.5
Subtotal N 1,881.8 100.0 2,112.9 100.0
Standard finance EESH

Credit lending business EER® 3,025.4 75.2 3,501.0 771
Credit consulting business ERR% 999.1 24.8 1,038.7 22.9
Subtotal N 4,024.5 100.0 4,539.7 100.0
Platform finance Taew

Credit lending business EER% 186.9 23.0 290.8 4“7
Credit consulting business ERR% 625.5 77.0 406.2 58.3
Subtotal g 812.4 100.0 697.0 100.0
Loan balance EXGE

Credit lending business EER% 3,980.1 59.2 4,711.2 64.1
Credit consulting business E AR 2,738.6 40.8 2,638.4 35.9
Total At 6,718.7 100.0 7,349.6 100.0

As at 30 June 2019, the balance of assets under management
of the micro and small loan business segment was RMB6,718.7
million, representing a decrease of RMB630.9 million or 8.6% as
compared with RMB7,349.6 million as at 31 December 2018.
The decrease was mainly due to the reduction caused by credit
lending business.
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Management Discussion and Analysis

As at 30 June 2019, the balance of assets under management
of credit lending business in the micro and small loan business
segment was RMB3,980.1 million, representing a decrease of
RMB731.1 million or 15.5% as compared with RMB4,711.2
million as at 31 December 2018. The credit lending business
was funded by the Group’s working capital, including registered
capital and external debt financing. As there was no seamless
match between new debt capital and debt capital soon falling
due, the small and micro credit business segment of the Group
accumulated funds with business returns and gradually repaid
external financing, which reduced the capital available for
business granting, resulting in a decline in the loan balance of
credit lending business.

At the same time, leveraging the Group’s accumulated
experience, capabilities and strengths in micro and small loan
services, the micro and small loan business segment provided
credit consulting business to financial institutions such as external
partner banks and trusts, including assistance in obtaining
clients, standardized risk assessment services and post-loan
management service, and charged certain service fee based
on services provided. As at 30 June 2019, the assets under
management of credit consulting business of the micro and small
loan business segment was RMB2,738.6 million, representing
an increase of RMB100.2 million or 3.8% as compared with
RMB2,638.4 million as at 31 December 2018.
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The following table sets forth the key performance indicators of
The Group’s micro and small loan business segment as at the
dates indicated:

TREIRFARAPAEENREEER
DESR BB KRR IR

For the six months

period ended 30 June
BZ6A30A L EAHME
2019 2018 Change
2019% 2018% g
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEHAMN UARBBEELIIR) 28 25 3 A7 %
Net interest and handling fee income FAERFEBRA 246.9 282.9 (36.0) (12.7)
- Credit lending business -EER% 182.5 282.9 (100.4) (35.5)
~ Credit consulting business —ERR% 64.4 - 64.4 -
Other revenue L8 ON 3.6 5.3 (1.7) (32.1)
Impairment losses BEAERX (54.6) (58.9) (4.9) (7.9)
Operating expenses EEY (73.7) (85.2) (11.5) (13.5)
Profit before taxation 3 A1 78 122.2 144 1 21.9) (15.2)

In the first half of 2019, profit before taxation of the micro and
small loan business segment was RMB122.2 million, representing
a decrease of RMB21.9 million or 15.2% as compared with
RMB144.1 million in the first half of 2018. The decrease was
mainly attributable to the decrease of RMB36.0 million in net
interest and handling fee income caused by the diminished assets
of credit lending business in the first half of 2019. Among them:

° In the second half of 2018, the micro and small loan
business segment has successfully established a
credit consulting business model “based on market
development and credit assessment”, and its income
became a new profit growth point of the segment.

In the first half of 2019, the net interest and handling fee
income from the micro and small loan business segment
was RMB246.9 million, representing a decrease of RMB36.0
million or 12.7% as compared with RMB282.9 million in
the first half of 2018. The decrease was mainly due to the
decrease in net interest and handling fee income from credit
lending business.
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Management Discussion and Analysis

In the first half of 2019, the net interest and handling fee
income from credit lending business was RMB182.5 million,
representing a decrease of RMB100.4 million or 35.5% as
compared with RMB282.9 million in the first half of 2018.
The decrease in net interest and handling fee income was
mainly due to decrease in average monthly balance of
credit lending business. In the first half of 2019, the average
balance of credit lending business was RMB4,345.7 million,
representing a decrease of RMB1,567.5 million or 26.5% as
compared with RMB5,913.2 million in the first half of 2018.
The decrease in average balance of credit lending business
in the first half of 2019 was mainly due to the fact that the
micro and small loan business segment of the Group has
accumulated funds with business returns and gradually
repaid external financing since 2018, which reduced the
capital available for business granting, resulting in a decline
in the loan balance of credit lending business. In the first
half of 2019, the average interest and handling fee rate
of credit lending business was 15.2%, an increase of 1.0
percentage points from 14.2% in the first half of 2018. The
increase in average interest and handling fee rate effectively
mitigated the influence of diminishing credit lending business
on net interest and handling fee income. Since the second
half of 2018, the Group actively promoted and upgraded
credit products. Through continuing to increase the R&D
and promotion of standardized products, the Group
improved lending efficiency and operation management while
effectively identified and managed risks, enhancing product
competitiveness and customer satisfaction.
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Leveraging the Group’s accumulated experience, capabilities
and strengths in micro and small loan services, the micro
and small loan business segment provided credit consulting
business to financial institutions such as external partner
banks and trusts, including assistance in obtaining clients,
standardized risk assessment services and post-loan
management service, and charged certain service fee based
on services provided. In the first half of 2019, the net interest
and handling fee income of credit consulting business was
RMB64.4 million (the first half of 2018: Nil).

Currently, our cooperative external financial institutions
are mainly local commercial banks and trust companies.
In the future, we will continue to explore credit demand of
small and micro customers while focusing on the quantity
and quality of cooperative financial institutions, thus
meeting credit demand of small and micro customers as
much as possible. We will further enhance credit service
capabilities, including precise product design, standardized
service process, intelligent risk identification and post-loan
management, and technological operating means.

The quality of assets continued to be improved.
Balance and ratio of impaired loans both decreased
while provision rate and provision coverage rate both
increased, indicating a further enhancement of anti-
risk capability.

In previous years, the credit lending business in the micro
and small loan business segment was dominated by “pure
credit”. Since 2015, following four years of exploration,
the micro and small loan business segment has developed
three major business directions, namely “micro and small
finance, standard finance, and platform finance”, as well
as core products including “Kuaixiao Loan, Jiaye Loan,
Jinshui Loan and Jiqun Loan”. In particular, the “Jiaye Loan”
product of which the collateral is the properties held by the
borrowers increased the proportion of pledged housing in
the asset portfolio, thereby enhancing asset quality. As at
30 June 2019, the balance of the “Jiaye Loan” business
was RMB2,746.8 million (31 December 2018: RMB2,977.6
million), accounting for 69.0% of the asset balance of credit
lending services, representing an increase of 5.8 percentage
points from 63.2% as at 31 December 2018.
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Management Discussion and Analysis

In the first half of 2019, the Group continued to adopt
prudent accounting estimates. Coupled with the overdue
and impairment characteristics of products, the provision
for impairment losses was RMB54.6 million (the first half of
2018: RMB58.9 million), causing an increase of the provision
rate from 4.8% as at 31 December 2018 to 5.2% as at 30
June 2019.

In the first half of 2019, the Group enhanced the disposal of
impaired loans through write-off. Totaling RMB79.1 million
loans that made full provision for impairment losses have
been written-off, resulting in decline in the balance and
proportion of impaired loans. The balance of impaired loans
in the micro and small loan business segment decreased by
RMB20.3 million or 21.5% from RMB94.6 million as at 31
December 2018 to RMB74.3 million as at 30 June 2019;
meanwhile, the proportion of impaired loans in asset balance
of credit lending business decreased from 2.0% as at 31
December 2018 to 1.9% as at 30 June 2019.

The micro and small loan business segment effectively
enhanced large-scale operating capabilities with “Fin-
tech”, and its total operating costs decreased as
compared with the same period of the previous year.

Information technology is a key driver of our innovation. After
years of continuous investment in information and financial
technology, the micro and small loan business segment
has effectively promoted the full application of financial
technology and big data, and provided intelligent marketing,
customer service and risk management for small and micro
customers through mobile and intelligent service means.
Currently, all the businesses of the micro and small loan
business segment have realized online automated circulation,
effectively improving user experience and scale service
capability. In the first half of 2019, the micro and small
loan business segment incurred a total of RMB73.7 million
operating expenses, representing a decrease of RMB11.5
million or 13.5% as compared with RMB85.2 million in the
first half of 2018.
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Management Discussion and Analysis

BB WD

Micro and small loan business segment - Credit lending
business - Micro and small finance

Micro and small finance is a traditional segment under credit
lending business, with a focus on the industry chain of livelihood
data and the origin market, and provides online and offline
integrated intelligent financial services for small and micro
economies and their upstream and downstream business around
core customers. In line with “partner finance” strategy and
taking various high-quality and stable industrial chains as the
main market, the micro and small finance vigorously developed
small and medium core enterprises of various industrial chains
as partners through the model of “resource sharing and benefit
sharing”, providing member companies on the industry chain and
platform, such as small and medium enterprises and individual
business proprietors, with integrated financial service solutions.
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.

Micro and small finance is characterized by flexible credit
lines and maturity between 6 and 18 months. As at 30 June
2019, micro and small finance loans balance of credit lending
business was RMB767.8 million, representing a decrease of
RMB151.6 million or 16.5% as compared with RMB919.4 million
as at 31 December 2018. As at 30 June 2019, there were
approximately 2,400 active micro and small financial loan clients
(31 December 2018: approximately 2,700) and the average
balance per transaction was RMB326,000 (31 December 2018:
RMB340,500).
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Management Discussion and Analysis

Micro and small loan business segment - Credit lending
business - Standard finance

Two main standard financial products, “Jiaye Loan” and “Lexiang
Jin”, are introduced as follows:

e Jaye Loan

“Jiaye Loan” is a credit product for meeting the demand of
SMEs’ daily business turnover, which takes into account the
credit status of borrowers and requires to provide self-owned
houses as collaterals. Since Jiaye Loan requires sufficient
collaterals, it is more advantageous in amount and efficiency
than micro and small finance loans. 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).

“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, in addition to the
assessment of the borrowers’ regular credit capacity. 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 50% to 70% and
deducting the rigid liability. After that, the Group determines
the actual loan amount based on the general credit condition
and the purpose of lending of the borrowers. The principal
and interest of the loan products are to be repaid in equal
monthly installments.
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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 customer interviews, external visits and
other due diligence, and special persons for property
valuation, notarization, contract execution, and charge and
pledge procedures. The strict division between the front
office and mid-and-back office has reduced the operational
risk.

As at 30 June 2019, the balance of “Jiaye Loan” was
RMB2,746.8 million (31 December 2018: RMB2,977.6
million). There were approximately 6,200 active loan clients
(31 December 2018: 6,304), and the average amount
outstanding per client was RMB443,600 (31 December
2018: RMB472,300). As at 30 June 2019, the business
balance of “Jiaye Loan” was RMB2,746.8 million, accounted
for 69.0% of the asset balance of credit lending business,
an increase of 5.8 percentage points from 63.2% as at 31
December 2018.

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 specific individuals who have housing
mortgage, social security, retirement fund and fixed salary
paid to banking cards. As at 30 June 2019, the clients
of “Lexiang Jin” are all individuals. The principal of the
loan products generally ranges between RMB10,000 and
RMB500,000 (a very small portion of loans subject to strict
requirements is in the amount of RMB500,000), and has a
term of one to 36 months. The principal and interest of the
loan products are to be repaid in equal monthly instalments.

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

As at 30 June 2019, the balance of “Lexiang Jin” was
RMB255.4 million (31 December 2018: RMB485.8 million).
There were approximately 17,300 active loan clients
(31 December 2018: 21,205), and the average amount
outstanding per client was RMB14,800 (31 December 2018:
RMB22,900). As the current development strategy of credit
lending business focuses on “improving asset quality”, more
capital was invested in “Jiaye Loan” which has sufficient
collaterals. Accordingly, pure credit products such as
“Lexiang Jin” have already been stopped at the end of 2017,
waiting for their natural expiration.

Micro and small loan business segment - Credit lending
business - Platform finance

Platform finance mainly cooperates with Internet industrial
platforms with “scenarios, customers and data”, so as to jointly
develop customers and provide pure online micro and small credit
lending business based on industrial scenarios.

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

Since 2018, the Group has actively adjusted the business model
and product mix of platform finance to increase granting of credit
lending products to SMEs as the major customer group and raise
the limit of each single grant. As at 30 June 2019, the balance of
platform finance products was RMB186.9 million (31 December
2018: RMB290.8 million). It had approximately 5,500 customers
(31 December 2018: 44,900) with an average loan balance of
RMB33,900 (31 December 2018: RMB6,500).
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Management Discussion and Analysis

EEEFRE

Micro and small loan business segment -Credit lending

A

business - Risk management and asset quality

The table below sets out key asset quality indicators of credit
lending business in the Group’s micro and small loan business
segment as at the dates indicated:

NI EEEEI B -CERE-EBRE
BEREEEE

TREJNEBEMTERAAEB/NREEE
BOBMEERGNEREELERR:

30 June 31 December
2019 2018 Change
2019% 2018
6H30R 12A31H 29

(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREBEHBEMN UAREKBETLIIR) k3. Eec 53 B 7 H %
Micro and small finance loans IMESBER 767.8 919.4 (151.6) (16.5)
Standard finance loans BESRER 3,025.4 3,501.0 (475.6) (13.6)
Platform finance loans Tae@MER 186.9 290.8 (103.9) (35.7)
Subtotal of loan balance 64U 3,980.1 4,711.2 (731.1) (15.5)
Balance of provision for impairment losses & E R EEE#H 207.8 226.2 (18.4) (8.1)
Provision rate (! BiERO 5.2% 4.8% 0.4ppt -

B
Provision coverage rate @ BEEEX 279.7% 239.1% 40.6ppt -

BRE
Balance of overdue loan business AHEREBRE 477.4 510.8 (33.4) (6.5)
Proportion of overdue loan business © BHETEBELY 12.0% 10.8% 1.2ppt -

B
Balance of impaired loan business DREERERRE 74.3 94.6 (20.3) (21.5)
Proportion of the balance of impaired loan BHEEREBSRBMGLY 1.9% 2.0% (0.1ppt -

business B
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Notes:

(1)  Balance of provision for impairment losses divided by the balance of
loan business.

(2) Balance of provision for impairment losses divided by the balance
of impaired loan business. Provision coverage rate represents the
Group’s provision rate for potential losses of the loan business
portfolio.

(3) Balance of overdue loan business divided by the balance of loan
business. For the definition of “overdue loan business”, please refer
to page 36 of this report.

(4) Balance of impaired loan business divided by the balance of loan
business. For the definition of “impaired loan business”, please refer
to page 36 of this report.

As at 30 June 2019, the balance of credit lending business in
the micro and small loan business segment was RMB3,980.1
million, representing a decrease of RMB731.1 million or 15.5%
as compared with RMB4,711.2 million as at 31 December 2018.
The decrease was mainly due to the fact that the small and micro
credit business segment accumulated funds with business returns
and gradually repaid external financing in 2019, which reduced
the capital available for business granting.

As at 30 June 2019, the overdue balance of credit lending
business was RMB477.4 million, representing a decrease of
RMB33.4 million as compared with RMB510.8 million as at 31
December 2018; meanwhile, as at 30 June 2019, the overdue
rate of credit lending business was 12.0%, representing an
increase of 1.2 percentage points from 10.8% as at 31 December
2018. The increase was mainly due to the decrease in loan
balance of credit lending business. As at 30 June 2019, among
the RMB477.4 million of overdue amount of credit lending
business, RMB294.5 million were from “Jiaye Loan” products,
accounting for 61.7%, representing an increase of 2.9 percentage
points from 58.8% as at 31 December 2018. As “Jiaye Loan”
products have a sufficient amount of real estate collateral, the risk
exposure is very low.
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BB WD

In the first half of 2019, the Group continued to adopt prudent
accounting estimates. Coupled with the overdue and impairment
characteristics of products, the provision for impairment losses
was RMB54.6 million (the first half of 2018: RMB58.9 million),
causing an increase of the provision rate from 4.8% as at 31
December 2018 to 5.2% as at 30 June 2019, and the provision
coverage rate from 239.1% as at 31 December 2018 to 279.7%
as at 30 June 2019.

In the first half of 2019, the Group enhanced the disposal of
impaired loans through write-off. Totalling RMB79.1 million loans
that made full provision for impairment losses have been written-
off, resulting in decline in the balance and proportion of impaired
loans. The balance of impaired loans in the micro and small loan
business segment decreased by RMB20.3 million or 21.5% from
RMB94.6 million as at 31 December 2018 to RMB74.3 million as
at 30 June 2019; meanwhile, the proportion of impaired loans in
asset balance of credit lending business decreased from 2.0% as
at 31 December 2018 to 1.9% as at 30 June 2019.

Micro and small loan business segment - Credit
consulting business

Leveraging its accumulated experience, capabilities and
strengths in micro and small loan services, the Group provided
credit consulting business to financial institutions such as
external partner banks and trusts, including assistance in
obtaining clients, standardized risk assessment services and
post-loan management service, while external partner financial
institutions conducted independent evaluation on small and micro
customers based on the aforesaid circumstance and their own
understanding of small and micro customers and risk tolerance,
and decide independently as to whether provide or decline capital
services.

In the course of cooperation with various financial institutions,
the two sides can share information (sharing customers’ basic
information and demand information upon authorisation),
exchange resources (such as information resources and technical
resources) and give full play to their resource and technological
advantages, with a view to jointly provide credit lending business
to small and micro customers. The Group’s strengths lie in the
risk awareness and service experience on such customer groups
accumulated over all these years in the small and micro customer
sector, as well as special risk control capacities, nationwide
network and team, and sound credit service output capability.
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Management Discussion and Analysis

The table below sets out the balance mix of credit consulting
business in the Group’s micro and small loan business segment
as at the dates indicated:

vl

EEEmE

TREIBERTABARENREREE
BoBERRGHOBRERES

30 June 2019 31 December 2018

2019%6H30H 201812 A31H
(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
(BRBEHBEMN UAREBETLIIR) k74 HHEE Y% 3 AR %
Micro and small finance loans NMEEBER 1,114.0 40.7 1,193.5 452
Standard finance loans EESRMER 999.1 36.5 1,038.7 39.4
Platform finance loans TaERER 625.5 22.8 406.2 15.4
Subtotal of loan balance ERBE/ 2,738.6 100.0 2,638.4 100.0

Note: The definitions and related information standards of micro and
small finance loans, standard finance loans and platform finance
loans under the credit consulting business model are consistent
with those mentioned in credit lending business. For related
information, please refer to corresponding pages.

As at 30 June 2019, the asset under management of the credit
consulting business of the micro and small loan business segment
was RMB2,738.6 million, representing an increase of RMB100.2
million or 3.8% as compared with RMB2,638.4 million as at 31
December 2018. In the first half of 2019, the net interest and
handling fee income of the Group’s credit consulting business
was RMB64.4 million (the first half of 2018: Nil).

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 2019, the Group
successfully established nine funds with external investors,
raising gross proceeds of RMB885.4 million (31 December 2018:
RMB885.4 million).
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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 2019, it
has applied RMB849.6 million in equity investment for long term
returns from capital appreciation (31 December 2018: RMB750.0
million), and RMB217.9 million in debt investment for stable return
with the aim of effectively utilizing idle funds to enhance capital
earning (31 December 2018: RMB320.7 million).

In the first half of 2019, the capital investment and management
segment derived net interest and handling fee income of RMB6.7
million from debt investment (the first half of 2018: RMB5.4
million). In addition, the Group reaped RMB7.3 million from
dividends from invested entities and share of profits of associates.
(the first half of 2018: RMB8.4 million). The net change in fair
value of the invested companies is virtually zero (the first half of
2018: RMB4.2 million of losses from fair value change).

Meanwhile, the Group makes provision for impairment losses of
debt investment by referring to the rules of risk management of
capital business in the partnership finance business segment. In
the first half of 2019, a total impairment losses of RMB2.4 million
was provided (the first half of 2018: RMB2.4 million of reversal
for impairment losses). Among the Group’s equity investment in
SMEs, the invested entities are running soundly and there is 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,
fundraising 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 2019, other segment incurred a total of
RMB111.2 million of net expenditure on interest and handling
fee, representing an increase of RMB14.5 million or 15.0% as
compared with RMB96.7 million for the same period of 2018,
mainly due to the increase of various financing costs in the capital
market compared with the same period in 2018, Of which the
Group decided to raise the coupon rate of “14 Hanhua 01” (14
Hanhua 01” is the bond with a size of RMB1,500 million issued
at Shanghai Stock Exchange by the Company in June 2015) by
80BP to 6.9% for the next two years (from 10 June 2018 to 9
June 2020) in 2018.

In the first half of 2019, other segment incurred a total of
RMB136.9 million operating expenses, representing a decrease
of RMB1.2 million or 0.9% as compared with RMB138.1 million in
the first half of 2018. Operating expenses were mainly made up
of RMB8.2 million expenses on equity incentives offered to senior
management (share-based payment), RMB59.3 million of labor
costs and RMB69.4 million of other operating costs.

EEEmE

vl

H 1t 7 &P

B2016Ffth  AEBIA [BERS =TI
MR BBER TE NSRBI LERS
BEBEEMPIMES  URTHESRE - &
EELRA -EARERBEY SXKD
MEESTHBIEIINTPAREE
RERE APAETEFIRELA MR
BRREX BREANER WKER E&&
SXGEM TTBRSG EREAGERE I
BHtEEmER DR E D I EBRH
ARF -

2019F L F  Hib D IELENFFE K
FEBIYHBRBAARBIM12B8E T
Eo018FRIMFH ERFHEETHARE
906.7EEL  EMARKI145BE T IR
15.0%  TE2RNEATH S HEMER AT
2018F R HAE RATE - AR AEER2018
FBEEY 14801 ([148FE01] BR
NAEIR2015FE6 A LBESR BT
WEEAARE1 50088 THESR)EE
BME (20186 5108 £2020FE6 A9H )
K ZHE F X £ FH80BPZE6.9% °

2019F L F Hib D EELENLET H
HEAANRE136.98 BT 2018 ¥ F
FEEY HEHEARKI138.18 8 THAL
BWMOARBI2HEE L FI80.9% - EiEX
HFEZaEHHEREREASEHBANKRE
HEFREEER (BROHSMT) @BARK
82BEBIIL ANERKAG ARKS9.380
BT UAREMBER AT ARKE.48

L

-

dl o

o

Interim Report 2019
ZE-NEFHRRRE

55



56

Management Discussion and Analysis

EREWE

Pl

Information of material associates

The Group and six institutions in China jointly founded Chongging
Fumin Bank Co., Ltd (‘Fumin Bank”) in 2016. The Company
invested RMB900.0 million in Fumin Bank for a 30% of its
registered capital and became its largest shareholder. Fumin
Bank formally started business in August 2016. As at 30 June
2019, Fumin Bank had a total asset of RMB37,947.7 million (31
December 2018: RMB37,020.3 million) and a total liability of
RMB34,834.6 million (31 December 2018: RMB33,946.5 million).

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

Capital structure

Our share capital was RMB4,600.0 million as at 30 June 2019,
consisted of 3,430,000,000 domestic shares and 1,170,000,000
H shares, at a face value of RMB1.00 per share.

Debt-to-equity ratio

As at 30 June 2019, the debt-to-equity (calculated by sum
of interest-bearing borrowings, financial assets sold under
repurchase agreement and debt securities issued, over total
equity) was 103.3% (31 December 2018: 116.7%).
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Management Discussion and Analysis

Liquidity and capital resources

We meet working capital and other capital needs with capital
contributions from shareholders, bank borrowings, bond issue,
cash inflow from operating activities and proceeds from IPO. Our
working capital and other capital needs are related to granting
of micro loans and entrusted loans, default payment, margins
maintained at banks, and other working capital needs.

As at 30 June 2019, we had cash and cash equivalents to the
amount of RMB1,562.8 million (31 December 2018: RMB1,903.2
million). For the six months period ended 30 June 2019, the
Group did not use any financial instrument for hedging purpose.

Indebtedness

As at 30 June 2019, we had a total of RMB7,962.6 million
borrowings outstanding (81 December 2018: RMB9,040.3
million), of which RMB7,138.2 million had fixed interest rates (31
December 2018: RMB8,739.3 million). As at 30 June 2019, we
had been paying the principal and interest of all debts on time.

Off-balance sheet arrangements

We are a party to contracts associated with off-balance sheet
risks in day-to-day business activities. The contractual value
reflects the maximum credit loss risk we assume to the extent of
our involvement in credit guarantee. As at 30 June 2019, we had
guarantee outstanding to the amount of RMB41,044.9 million (31
December 2018: RMB43,694.0 million).

We have no off-balance sheet arrangement other than those
disclosed above.
Foreign exchange risk exposure

The Group is free from material foreign exchange risk as it
concludes deals in Renminbi.
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Significant investment

For the six months period ended 30 June 2019, the Group had no
significant investment.

Major acquisition and disposal

For the six months period ended 30 June 2019, the Group had no
major acquisition and disposal.

Pledge of assets

As at 30 June 2019, the Group’s buildings with a carrying value
of RMB247.4 million (31 December 2018: RMB251.0 million) are
pledged as collateral for bank loans.

Contingent liabilities

The Group had no significant contingent liability as at 30 June
2019 other than the off-balance sheet arrangements disclosed on
page 57.

Interim dividend

The Company will not declare an interim dividend for the six
months ended 30 June 2019.

HUMAN RESOURCES

As at 30 June 2019, the total number of employees of the Group
is 1,597.

By education: The number of employees with a master’s degree
or above is 192, accounting for 12%, the number of employees
with a bachelor’s degree is 1,141, accounting for 71% and that of
employees with an associate degree or below is 264, accounting
for 17%.

By functional department: The number of employees in business
lines is 811, accounting for 51%; that of employees in back-office
and supporting positions is 786, accounting for 49%.
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PROSPECTS

In the first half of 2019, under the strategy of partnership finance,
platform finance and eco-finance, the comprehensive financial
service platform of the Company continued its upgrade. The
optimization and adjustment of business structure has yielded
further positive results. The traditional financing guarantee
business has decreased in volume but enhanced in quality. Non-
financial guarantee business (represented by project performance
guarantee) continued to be the new profit growth point. The micro
and small loan business (mainly market development and credit
assessment) recorded rapid growth. Various asset indicators
continued to improve, and the refined management system was
gradually formed. In the second half of the year, the Company will
continue to give full play of its advantages in diversified financial
licenses, national network layout, specialized risk control ability,
professional teams, and organization capabilities. Under the core
strategy of sci-tech finance and industry finance synergy, the
Company will continue to promote in-depth integration between
the financial sector and real industrial sector. With the broad
cooperation between government and financial institutions,
among financial institutions and between science and financial
institutions, and the establishment of a cross-industry, cross-
regional, multi-functional and stereoscopic industrial and financial
ecosystem, the Company will provide all-round assistance to the
development of micro and SMEs. In particular:

Firstly, continuously expanding the supply chain financial business
and deeply empowering industrial chain. Hanhua Guarantee
insisted on the business development mindset of financial-
industrial combination, and give full play to its comparative
advantages and vigorously develop supply chain finance.
By entering into core enterprises and exploring upstream
and downstream customer clusters from top to bottom of
industrial chain, a close-looped risk management and growth in
comprehensive income are achieved. At present, the Company
has established in-depth cooperation relationship with a few
dozen core enterprises in sectors such as home appliances,
construction and consumption. It will continue to set up business
departments in the “10 key industries” such as home appliances,
construction finance, automobile, communication and healthcare
for in-depth industry research. With the development method of
setting up business departments in “10 key industries and 100
core enterprises” and the mobilization of wisdom and resources
from the national and provincial institutions, the Company can
concentrate on industry-specific development and making
breakthroughs.
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Secondly, further enhancing usage of fintech and continuously
constructing digitalized finance service platform. Sci-tech
finance has apparent advantages in acquiring customers in
batch, efficiency enhancement, risk control and user experience.
Continuing to increase its investment in the technology research
and development and cooperation with fintech companies in
recent years, Hanhua made a series of product innovation.
For example, the development of electronic guarantee system
not only lowered the capital pressure on enterprises, but also
enhanced the efficiency in commencing auction business; the
introduction of intelligent risk management, intelligent marketing
and intelligent customer service to micro and small loan
businesses has lowered the operating cost as compared to same
period of last year, resulting in the enhancement in per capita
performance, scaled service capability and user experience. In
the second half of the year, the Company will further explore the
integration of cutting-edge technologies (such as mobile internet,
big data, cloud computing, artificial intelligence and biometrics)
and existing business model and management system. The
company will continue to use the innovation in fintech empowered
products and service model to create a standardized, intelligent,
digitalized, data-based and scenario-based financial service
platform.

Thirdly, continuously promoting for financial license obtainment
and expanding financial ecosystem, and improving inclusive
finance ecosystem’s service system. With the continuous
business layout, the Group has constructed a comprehensive
financial platform that covered financial ecosystems such as
private banking, asset management, financing guarantee, micro-
credit, private equity fund, financial leasing and financial factoring.
In the second half of the year, the Group will continue to promote
for obtaining more financial licenses including security license,
and seize the historical opportunities from the establishment
of “Belt and Road Initiative” and China-Singapore Connectivity
Project in preparation for the expansion of cross-border asset
management business. The ultimate goal is to construct a cross-
industry service system that covered indirect financing, direct
financing and asset management for the provision of full-chain,
cross-industry and full life-cycle financial services to micro and
SMEs.
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DIRECTORS’, CHIEF EXECUTIVES’ AND
SUPERVISORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2019, 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 “SFQO”)) 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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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 HEBRRDER ERAEH
RREE Bz R R MY (%) ZBAEIH®%)O  BREIE(%)"
Tu Jianhua Director Domestic Share  Interests of controlled 432,188,780
REEO EE NE R corporation (Long position)
REEEREE (478) 12.60 9.40
Wang Fangfei® Director Domestic Share  Interests of controlled 231,632,653
TrHiEe EE NE R corporation (Long position)
REEEREE (418) 6.75 5.08
Zhang Guoxiang®“  Director Domestic Share  Beneficial owner/ 298,038,709
o B e EE NER Interests of controlled  (Long position)
corporation (418)
EnlaAN/Rn%E
#a 8.69 6.48
H Shares Beneficial owner 585,971
Hil EREAA (Long position)
(fF8) 0.05 0.01
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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 BEERAEY EEBRRBER ERAAY
RRER B R 13 % Bl ERME (R)  ZBHEAIL®S  BOFED %)
Wang Dayong'¥ Director Domestic Share Beneficial owner 2,058,742
TARE 5 REY ERBEEA (Long position)
(fF#) 0.06 0.04
H Share Beneficial owner 360,443
H& EREAA (Long position)
(fF#) 0.03 0.008
Cui Weilan® Director Domestic Share Beneficial owner 2,058,742
EREY 5 REY EREEA (Long position)
(fF#) 0.06 0.04
H Share Beneficial owner 648,005
H& EREAA (Long position)
(fF#) 0.08 0.01
Liu Jiaoyang Director Domestic Share Beneficial owner 441,159
25815 S NE K ExEEA (Long position)
(fF#) 0.01 0.01
Liu Bolin® Director Domestic Share Interests of controlled 120,000,000
ZERo EZ NE K corporation (Long position)
RErEER (fF#) 3.50 2,61
Li Ruping Supervisor  Domestic Share Beneficial owner 2,352,848
Em¥ B RE R ERBEEA (Long position)
(fF#) 0.06 0.05
Chen Zhonghua ~ Supervisor ~ Domestic Share ~ Beneficial owner 441,159
Brp B RE R ERBEEA (Long position)
(fF#) 0.01 0.01
Qin Yong Supervisor  Domestic Share  Beneficial owner 588,212
RE EE NER EREAA (Long position)
(fF#) 0.02 0.01

Hanhua Financial Holding Co., Ltd.
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Notes: Wizt

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 432,188,780
Domestic Shares of the Company held by Loncin Holdings.

Ms. Wang Fangfei directly holds 55% of the equity interest
of Chongging Jiulong Investment Co., Ltd. (“Chongqing
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
Chongging Jiulong.

Mr. Zhang Guoxiang directly holds approximately 66.89% 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 2019, 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 2019, there were 4,600,000,000 Shares of the
Company in issue.

REELEEERFEREEEBRA
Bl ([REEE])MN8%AIE mE
EEHAEEREESERERAF
([PEEBIEAR ) HIOB%ARIE - iR &
ENEERBREREZROHB T2%K
EoE RBRELEWRERNES
¥R % A #9432,188,7800% A & Y P
FE -

THELTEERBEENLER
EREBAB ([EENE])HS55%
BiE MEENEREEREEALAR
7]231,532,653 W E M- B It - T
FREZITWEEEEENES AN
231,532,653 M E R P A S -

REHTEEERAERTNHY
66.89% Mk E MEFRNEERFEF
AN R A)295,269,848% W& °
b REHEEERBIERERESE
#)295,269,848f% M & % 1 ¥ B #
moRBEHEXENEERAARR
2,768,861A8 M & fi% o

REFEEE FABEERERRSL
EDREBREESREFEFER
RAEIHB D ©

BIEREEEEFATIGLEEE
AR QA RI75%R 4 - i8Il j5
AMEERARANEEFELAAF
120,000,00008 W& % - A It - 2IEFR
WARER T BLEEEBRA AR
& #9120,000,0000% A & % 7 % A #E

Z5 o
fm

R2019FE6 A30H AR A B
TN & A% 3,430,000,0000% & HAZ
1,170,000,0000% °

MR2019F6A30H ARAalH£AE
4,600,000,000/% 2 #1TRL D ©
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(i)

Save as disclosed above, as at 30 June 2019, 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.

Interests in associated corporations

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

Hanhua Financial Holding Co., Ltd.
BESEROERAA

(i)

B £ SCH FRE & SN B E2019F6 A30
Bt BMEARGES ZaTHRAB
HEERAQRKEEEEE (TX
RBEHE R EIEHEXVER) &R 5 -

R M EREETR B @BEE
5 RHE G FIEXVERET7 8D EFE T
BAMARRRBR (BREFSRE
BEMBEGRG ZZE G E B
WRABRBZEZRKXRE)  (0)EF

RIREE S KB EIEPIE352167B F
HFEMELMA: ()R EZLEST A
B RITEE AN F) N B A2 BT 6T ] 4

HEAE
FA A 8 5 L 0 2

BMEBEEE ARAKSTHRABNRE
FEARAEBEE (EERBF R
HIE RO EXVED) B9 B 17~ AR B AL 0
NERETHEAEAEDEIOAE -



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

As at 30 June 2019, the persons (not being a Director, chief
executive of the Company or Supervisor) or corporations who
have interests or short positions in the shares or underlying
shares of the Company which are required to be notified to the
Company and the Stock Exchange under Divisions 2 and 3 of
Part XV of the SFO and recorded in the register required to be
kept under section 336 of the SFO and who were directly and/or
indirectly deemed to be interested in 5% or more of the nominal
value of any class of share capital carrying rights to vote in all
circumstances at general meetings of the Company are listed as

Other Information

Ht &R

FERRRROREBEKRE 2R
RKR

R2019%F6 A30R + RARA Z Dk 18
NP EEIREBES KGRI EXVERE
ORI MAMARNR KRBT E 2 e
SORE - MR AR FE S KB E K 5E336
BEEG ZERMAZERIOAE
EERSREZGERW B REF R AT M
BRTERARBRERNEIRE 2 EMER
ARz EEPEES%NIA L2 EEZ A+
(WIHEARFEE HRTHABRES)
sk AEHE AT

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 BERGE EERR D8R ERAAE 2
BREREE B 43 48 B ERME () ZBAEIL%)Y OB %)
Loncin Holdings®? Domestic Share Beneficial owner 432,188,780
BEEike W& & EnEAA (Long position)
(FF8) 12.60 9.40
Loncin Group™®@ Domestic Share Interests of controlled 432,188,780
EasEmw T corporation (Long position)
XBEEER (H8E) 12.60 9.40
Huitai Domestic Share Beneficial owner 295,269,848
2% L ERnEAA (Long position)
(F8) 8.61 6.42
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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 BERGEE (GHEBERGER EREEE 2
RR A IR 10 %8 5l BEME () ZBABEIL%)Y  BOEIE(%)O
Shenzhen Jinling Domestic Share Beneficial owner 280,000,000
Huaruan Xinta W& & EREAA (Long position)
Investment (F8)
Partnership
(Limited
Partnership)
I eBRERBR
REGBLE
(AR&%) 8.16 6.09
Beijing Daoyang Domestic Share Beneficial owner 270,000,000
Zhengde NE R EREAA (Long position)
Information (F#8)
Consulting Co.,Ltd.
It RBHERER
HABR DA 7.87 5.87
Chongaing Jiulong Domestic Share Beneficial owner 231,532,653
EENE W& EnEAA (Long position)
(#78) 6.75 5.03
Wang Mingyue Domestic Share Beneficial owner 269,824,593
IR T ExEAA (Long position)
(178) 7.87 5.87
Chongaing Yukang Domestic Share Beneficial owner 220,000,000 6.41 4.78
Asset Management & Bk EREAA (long position)
Co,. Ltd. (1F7)

EFNREERLEE
BERRRAT

Hanhua Financial Holding Co., Ltd.
BESEROERAA



Notes:

1. Loncin Group directly holds 98% of the equity interest of Loncin
Holdings, which directly holds 432,188,780 Domestic Shares of the
Company. Accordingly, under the SFO, Loncin Group is deemed to
be interested in the 432,188,780 Domestic Shares held by Loncin
Holdings.

2. The 432,188,780 Shares held by Loncin Group and Loncin Holdings
are of the same interest and duplicated each other.

3.  As at 30 June 2019, the issued Domestic Shares and the H Shares
were 3,430,000,000 shares and 1,170,000,000 shares, respectively.
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 2019.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2019, there was no
purchase, sale or redemption of any listed securities of the
Company by the Company or any of its subsidiaries.
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Hia:

1. BRHEEEEEFARSTRM8%AE M
B 2 15 AR A B #2345 8 AR A B1432,188,780M%
NE R FL - BIBEFESRAEEL EE
B ARETE I 2T AR F5 A 89432,188,780
BRAERPEG -

2. BEEENEHZITR 432,188,780 Ik 17
HRR— R WEAEES -

3. 201946 A30H ARRIEEHITRNER
#3,430,000,0000% & HA% A1,170,000,000
A% = 22 B4 4,600,000,0000% B 21T B ©

EE BRETTRABREZEWER
DREEE 2 ER

HE2019F6 A30H I-61E A Hif - #Es
E BRETRABRESRHSS A 20
BANEARAQRKENE AR PR KT
{55 A7) 5% S 4 ) LAUR BE AKX &) sl (2 fa] E At
EABE RS ERERE -

BA - LELERELLHHES
#H 220196 A30H 1-61E A #ifE - &~ Q &

FEERAMBLARLEBA HEHER
ERARA EHESFe
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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 2019 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, six 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 2019, the
Company has complied with the Code Provisions.

The Company passed a special resolution at the 2018 AGM of
Shareholders and approved the 2019 external guarantee (non-
guaranteed business) plan. As of June 30, 2019, the Company
provided a guarantee amount of 3.66 billion yuan for the
subsidiary.

Hanhua Financial Holding Co., Ltd.
BESEROERAA
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as the code of
practice for carrying out securities transactions by the Directors
and 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 2019.

CHANGES OF INFORMATION OF DIRECTORS
AND SUPERVISORS

On 28 May 2019, the resolutions for the election of the third
session of the Board and the board of supervisors were approved
at the first general meeting in 2018. The appointment of the
third session of the Board and the board of supervisors became
effective on 28 May 2019. Please see the relevant details in the
circular dated 12 April 2019 and in the announcement dated 28
May 2019 of the Company. Mr. Duan Xiaohua, retired as a non-
executive Director.

The Company will present a resolution at the next General
Meeting as soon as possible to elect a new Board member.

With Mr. Duan Xiaohua no longer serving as a non-executive
director of the Company, he is no longer a member of the Risk
Management Committee. The Board has appointed Ms. Liu
Tingrong, a non-executive Director, as a member of the Risk
Management Committee to replace Mr. Duan Xiaohua.

Mr. Duan Xiaohua, a former non-executive director, received a
warning letter which decided to take administrative supervision
measures to him from the Shanghai Securities Regulatory Bureau
of the CSRC during his tenure as a director of Shanghai Fenghua
(Group) Co., Ltd., (a company listed on the Shanghai Stock
Exchange). See the Company’s announcement on 24 May 2019.
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Longxin Group Co., Ltd., a company controlled by Mr. Tu
Jianhua, a non-executive director of the Company, also received
a warning letter as implementation of administrative supervision
measures from the Shanghai Securities Regulatory Bureau of
the CSRC due to the same incident regarding Mr. Duan Xiaohua
received administrative supervision measures. See the Company’s
announcements on 29 May, 2019 and 10 July, 2019 for details.

INTEREST OF DIRECTORS IN A COMPETING
BUSINESS

None of the Directors 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
2019. The Company has no controlling shareholding (as defined
under the Listing Rules) during the period.

SUBSEQUENT EVENT

Except as disclosed in this report, no other significant event took
place subsequent to 30 June 2019 up to the date of this report.

Hanhua Financial Holding Co., Ltd.
BESEROERAA
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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 73
to 160 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 2019
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 month 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

BYERARE

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
2019 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

26 August 2019

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

ARERHNAHHER

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

Six months ended 30 June

B Z6H30H LL61@ B
2019 2018
20194 20184
Note RMB’000 RMB'000
HtiF AR¥EFiT ANRETFr
(Note)
(B177)
Guarantee and consulting BEREZABRA
fee income 332,535 363,061
Re-guarantee expenses BERER (4,217) (728)
Net guarantee and consulting EREEABFRA
fee income 328,318 362,333
Interest and handling fee income MERFEBURA 624,084 690,768
Interest and commission expenses 8N FEE L H 4(a) (368,555) (336,063)
Net interest and handling FERFEEFHA
_feeincome e 255529  ____ 834,705
Net fee and interest income RES 3 583,847 717,038
Net trading gains/(losses) R 5 5% 19,070 (37,834)
Net foreign exchange (losses)/gains & % % (34) 40
Other operating income, net H{h & 4(b) 13,643 48,067
Operating income BEE WA 616,526 727,311
Share of profits of associates Y > RN E WS 22,427 9,945
Share of losses of joint venture HELPXRAMNKERRK (4,305) (1,743)
Reversal for guarantee losses EOERBEEERES 1,301 1,612
Impairment losses EERMEEKX (58,957) (115,631)
Operating expenses SEXL 4(c) (379,853) (407,963)
Other net losses Hib e 55 (7,778) (1,175)
Profit before taxation Bt A0 F 189,361 212,356
Income tax FTig %t & (58,548) (57,921)
Profit for the period B AR E 130,813 154,435
Attributable to: HER:
Shareholders of the Company /NG 35) 112,839 145,145
Non-controlling interests FEPE M R A 17,974 9,290
Profit for the period B F 130,813 154,435
Earnings per share BRIk E
Basic and diluted BEARLWE
(RMB) (EBEE M
AE#T) 6 0.03 0.03

The notes on pages 82 to 160 form part of this interim financial

report.

SE82H E160 8 FT 8 MY cE 48 A A o HA 81 715
HERA—#D °
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Consolidated Statement of Profit or Loss and Other Comprehensive Income - unaudited

773 = > 27 — 2.2
REEBZNEHER R HEMGEREFER
For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

Six months ended 30 June

EZ6A30H L6MEA
2019 2018
2019%F 20184
Note RMB’000 RMB’000
Haz AR¥FTT ARET T
(Note)
(H7)
Profit for the period MRMEB 180813 __ 154,435
Other comprehensive income MR HE MRS KE (BRHEK
for the period (after tax and EHEH P> ERAER)
reclassification adjustments):
Items that may be reclassified THERPESEZEENE
subsequently to profit or loss: B:
Exchange differences BRERING B R R B R E
on translation of qy
financial statements of b E 5
overseas subsidiaries 4,106 (1,717)
Total comprehensive income HRGEakEES
for the period 134,919 152,718
Attributable to: EERN:
Shareholders of the Company 2NN S 116,945 143,428
Non-controlling interests FEEH M R 17,974 9,290
Total comprehensive income BRGEEREER
for the period 134,919 152,718

Note: The Group has initially applied HKFRS 16 at 1 January 2019 Brat . AEBEBER2019F1 A1 BEALIERTTH
using the modified retrospective approach. Under this approach, BIEEIRHAITHKFRS 16 ° fEEE A
comparative information is not restated. See Note 2. T B BB AR E M - B2 -

The notes on pages 82 to 160 form part of this interim financial F82H 21608 &k Bff 73 18 Ak 2~ & Hi Bt 7%

report. WM —Z D e
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Consolidated Statement of Financial Position — unaudited

AEEZN A H RN R

At 30 June 2019 7201946 A30H
SBFEIN YAARETILIIR)

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

At 30 June At 31 December
2019 2018
20195 R20184F
6A30H 12H831H
Note RMB’000 RMB’000
k=3 AR¥FT ARETFT
(Note)
(K7t)
Assets EE
Cash and cash equivalents BEES 7 1,562,845 1,903,197
Time and restricted bank deposits ~ #3fR /E31@ A LA £ K 5E Hf
GTRITFLHERRES 1,586,792 1,853,475
Trade and other receivables JFE M5t % L i JE s SR IR 8 2,013,555 2,178,643
Receivables for factoring business — J& W {F I8 7k 18 9 1,745,597 2,468,306
Loans and advances to customers ?”‘BSZEM Eb N 10 5,679,951 5,666,143
Financial assets measured at LWARBEFEEHEZS
fair value through profit or loss SABHEBERNEMEE 11 1,668,786 1,573,760
Finance lease receivables JiE U it & & 3K 12 219,466 273,089
Repossessed assets KEEE 298,793 317,847
Property, plant and equipment M- BB & EE 13 714,371 501,365
Intangible assets EREE 41,232 31,359
Interest in associates RHIRERE —BE % 1,580,689 1,524,670
Interest in joint venture RERERE-—SELE - 4,305
Goodwill EES 9,720 9,720
Deferred tax assets BEFEHEE 14 529,530 505,004
Investment properties KEMEHE 34,163 34,821
Total assets BEESS 17,685,490 18,845,704
Liabilities =R
Interest-bearing borrowings FTEER 15 5,262,773 5,529,370
Debts securities issued i XNEEES 16 2,589,938 3,392,920
Financial assets sold under EHOEEHEE
repurchase agreement 17 200,306 255,704
Deferred income REBECEES 544,010 608,514
Provisions for guarantee losses EREELEHS 375,214 376,515
Customer pledged deposits FARES 18 106,168 122,983
Accruals and other payables JE 5 K2 HL At JE < RRIB 19 485,411 502,444
Current tax liabilities EHFEHARE 169,699 193,393
Lease liabilities HEAE 2(d) 162,289 =
Total liabilities aEas 9,895,808 10,981,843
NET ASSETS FEE 7,789,682 7,863,861
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Consolidated Statement of Financial Position — unaudited

AEEZNSHFHBRR R

At 30 June 2019 7201996 A30H
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

At 30 June At 31 December
2019 2018
20194 R20184F
6A30H 12H31H
Note RMB’000 RMB’000
Kt AR¥FT AR T T
(Note)
(Ki7t)

CAPITAL AND RESERVES BERR#E 21
Share capital fi& A< 4,600,000 4,600,000
Reserves ] 2,501,121 2,378,013

Total equity attributable to AARRREGRAEEE

shareholders of the Company 7,101,121 6,978,013
Non-controlling interests FEEHI RS 22 688,561 885,848
TOTAL EQUITY EREE 7,789,682 7,863,861

Note: The Group has initially applied HKFRS 16 at 1 January 2019 Frit . AREBEBMN2019F1 A1 BRBLEETH
using the modified retrospective approach. Under this approach, BIEEIRNITHKFRS 16 ° fEiETE A
comparative information is not restated. See Note 2. T L REBIE AR EM - R 5E2 -

Approved and authorised for issue by the board of directors on 26 BEE U E RIREN2019F8H261 ©

August 2019.

Name: Zhang Guoxiang Name: Ren Weidong (Company stamp)
Position: Chairman of the Board Position: Chief Financial Officer

o B FERRKR AFNE
EFEETE BEABE

The notes on pages 82 to 160 form part of this interim financial 828 £ 1608 P & M 7k 1 5k A4S o 23 B 75

report. wMERW—E Do
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Consolidated Statement of Changes in Equity — unaudited

ARERNEHRRERE DR

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

Attributable to equity shareholders of the Company

RRARERAAERL
Non-
Share Share Capital  Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve earnings Subtotal interests equity
SR —RER FEstE  RRER
BA  REE EARE  WEEE  BBOE B APEFE N i CH)
RMB000  RMB000 RMB000 RMB000 RMB000  RMB000 RMB 000 RMB000  RMB000 RMB000
ANRETT ARBFT ARETT ARETT ARETT ARETT ARETT ARETT AREFT ARETT
Note 21(b)  Note 21(c)f) Note 21(c)fi) Note 21(c)fy) Note 21(c)fii) Note 21(c)iv) Note 22
Wio1e)  HEone) Mz  MiEziey  BEenoi Koty Hi#o2
Balance at R2017512831R K
31 December 2017 BHE 4,600,000 1,270,924 457,813 (1,963) 110,567 303,034 245,577 6,985,952  1,085681 8,071,633
Impact on initial application of & X AAHKFRSOI ¥/ 2
HKFRS 9 = = (17,434) = = - (100592  (118,026) (9826) (127,852
Balance at 1 January 2018  R2018F1A1AMEAE 4600000 1,270,924 440,379 (1,963) 110,567 308,034 144985 6,867,926 1,075,855 7,943,781
Changes in equity for the ~ HZ201856830R 1t
six months ended 6EARENERZE
30 June 2018:
Profit for the period BRI - - - - - - 145145 145145 9200 154435
Other comprehensive income ~ E b2 & IS - - - (1,717) - - - (1,717) - (1,717)
Total comprehensive income A ME AR - - - (1,717) - - 145,145 143,428 9,290 152,718
Equity settled share-based ~ SMER BB ARA X1
payment (Note 20) (Hi#20) - - 14,124 - - - - 14,124 - 14,124
Purchase equity interest from B 3E 2 M 25 W BB R i
non-controlling interests = = (17,083) = = = = (17,033) (200,994) (218,027)
Cash dividends declared to the BE&£HIRARFRREL
equity shareholders of the TzRekE
Company (Note 21(3)) (H#211) = = = - - - (184,000)  (184,000) - (184,000
Cash dividends paid to BEzE2 353 pd
non-controlling interests ReRe - - - - - - - - (28,083) (28,089)
Balance at 30 June 2018  R201856A30AAE 4,600,000 1,270,924 437,470 (3,680) 110,567 308,034 106,130 6,824,445 856,068 7,680,513

The notes on pages 82 to 160 form part of this interim financial

report.

R —#D -
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Consolidated Statement of Changes in Equity — unaudited

AREBERNEHRRERE DR

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

Attributable to equity shareholders of the Company

RAAREREAER
Non-
Share Share Capital  Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve eamings Subtotal interests equity
SRR —fRER FEsIE  RRER
BA  ROEE EARE  WEEE  RBOE B APEFE N & CH)
RMB000  RMB000 RMB000 RMB000 RMB'000 RMB000 RMB000 RMB000  RMB000 RMB000
ANRETT ARBFT ARETT ARETT ARETT ARETT ARETT ARETT AREFT ARETZT
Note 21(b)  Note 21(c)f) Note 21(c)fi) Note 21(c)fy) Note 21(c)fii) Note 21(c)i) Note 22
Hitonw)  MEoney) M2 Wi HE2i) K2y Hitez
Balance at 30 June and 201856 430H
1 July 2018 TA1ANBE 4,600,000 1,270,924 437,470 (3,680) 110,567 308,034 106,130 6,824,445 856,068 7,680,513
Changes in equity for the ~ E 220185128310 Lt
six months ended 6EANELRED
31 December 2018:
Profit for the period HAFE - - - - - - 144,276 144,276 29,780 174,056
Other comprehensive income ~ Efti &4 K& - - - (916) - - - (916) - (916)
Total comprehensive income  &RAKEA - - - (916) - - 144,276 143,360 29,780 173,140
Equity settled share-based WIS EEHRH T+
payment (Note 20) (Hiit20) - - 10,985 - - - - 10,985 - 10,985
Purchase equity interest from B2 HIM R RE R E
non-controlling interests - - (777) - - - - (777) - (777)
Balance at 31 December  A2018%12431R
2018 A 4,600,000 1,270,924 447,678 (4,596) 110,567 303,034 250,406 6,978,013 885,848 7,863,861

Note: The Group has initially applied HKFRS 16 at 1 January 2019 Bat . AEBBER2019F1 A1 BRBRETH

using the modified retrospective approach. Under this approach,

comparative information is not restated. See Note 2.

EWEEIRHITHKFRS 16 - EEfE 7%
T L RBIR AR E M - B2 -

The notes on pages 82 to 160 form part of this interim financial F82H E1608 ATk M s 18 A 2 o HA BF 75

report.
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Consolidated Statement of Changes in Equity — unaudited

ARERNEHRRERE DR

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

Attributable to equity shareholders of the Company

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

BRE  ROERE BADE  WEEE  BBOAR EE ROBRAE gt 353 &t
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000
ARETT AREFT ARETT AREFT ARETT ARETT ARETT ARETT AREFT ARETZ
Note 21(b)  Note 21(c)) Note 21(c)ij) Note 21(c)fy) Note 21(c)ii) Note 21(c)iv) Note 22
Wio1e)  HEone) Mz  MiEziey  BEenoi Koty Hi#o2

Balance at 1 January 2019 A2019F1A1BMERE 4,600,000 1,270,924 447,678 (4,59) 110,567 303,034 250,406 6,978,013 885,848 7,863,861

Changes in equity for the ~ #Z2019£6A308 It

six months ended 6EABENERZE

30 June 2019:
Profit for the period HRHE - - - - - - 112,839 112,839 17,974 130,813
Other comprehensive income ~ Efti &4 - - - 4,106 - - - 4,106 - 4,106
Total comprehensive income  £RA K& A - - - 4,106 - - 112,839 116,945 17,974 134,919

Liquidation of a subsidiary BB FAF - - = = - - -
Equity settled share-based WIS EERRH T+

(139,707)  (139,707)

payment (Note 20) (Bt 20) - - 8,176 - - - - 8,176 - 8,176
Purchase equity interest from B2 M R RE R iE

non-controlling interests - - (2,013) - - - - (2,013) (52,987) (55,000)
Appropriation to surplus reserve R AT - - - - 24,627 - (24,627) - - -
Cash dividends paid to AARRRES M2

non-controling interests Befk s - - - - - - - - (22,567) (22,567)

Balance at 30 June 2019 201956 A30H tAEE 4,600,000 1,270,924 453,841 (490) 135,194 303,034 338,618 7,101,121 688,561 7,789,682

The notes on pages 82 to 160 form part of this interim financial F82H £ 1608 BT & Mt 51 #8 Ak A~ HA 81 7%
report. MR —ZHD -
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Condensed Consolidated Cash Flow Statement — unaudited
REEZNEPBPESHRERE XK

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

Six months ended 30 June

B Z6H30A 618 B
2019 2018
20194 20184
RMB’000 RMB’000
AR FT AR & TFr
(Note)
(H1at)
Operating activities RETEE
Cash generated from operations & & EEHELEMNIR G 1,472,451 320,401
PRC income tax paid X AT AT B (106,769) (125,780)
Net cash generated from RETHEENELSFE
operating activities 1,365,682 194,621
Investing activities RETE
Proceeds from sale of investments & B 3% & 15 7018 968,339 156,333
Proceeds from investments and SRIEEREHEING
dividends received REKR DB NERE 5,081 1,199
Proceeds from sale of property, W e S - &R
plant and equipment and other B IERBEEMBKIEB
non-current assets 5,406 48
Purchase of equity interests of B FE 128 il M 4 2 U B
subsidiaries from non-controlling & A AIA%# X N B 7K IE
interests (55,000) (218,027)
Payment for the purchase of THEEME  BE R
property, plant and equipment LEREMIERDEEN
and other non-current assets FRIA (86,657) (25,099)
Payments on acquisition of SR E R FRIE
investments (1,069,958) (1,070,364)
Net cash used in investing RETEEANEESFE
activities (232,789) (1,155,910)
80 Hanhua Financial Holding Co., Ltd.
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Condensed Consolidated Cash Flow Statement — unaudited

AREZNERESHRERBR

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

Six months ended 30 June

B Z6H30A L6/ A
2019 2018
20194 20184
Note RMB’000 RMB’000
i3 ARMFT ARET T
(Note)
(Hiit)
Financing activities B8y
Net decrease of financial assets E Bl B8 € B & FE 58
sold under repurchase agreement %5 4> 58 (52,736) (686,222)
Net (decrease)/increase of STEEFFECRD)
interest-bearing borrowings 18 0% (225,991) 1,232,100
Net repayment from the issuance 21T {E 5 & s K IB F 58
of debt securities (798,585) (311,373)
Dividends paid to non-controlling  [A) 3F 42 %Il 1 4 25 2 1~ M9 A &0
interests (22,567) (28,083)
Interest paid X AT E A S (359,031) (295,214)
Capital element of lease YRMAEREHNAESIT S
rentals paid (9,725) -
Interest element of lease TRAMBAERSHFEIT S
rentals paid (4,576) -
Net cash used in EETHFERANESEHE
financing activities (1,473,211) (88,792)
Net decrease in cash and E¥ESRLFE
cash equivalents (340,318) (1,050,081)
Cash and cash equivalentsat 1A1BBERBEESEEY
1 January 1,903,197 2,436,411
Effect of foreign exchange NEERSHTE
rate changes (34) 40
Cash and cash equivalents 6A30ERERELEEY
at 30 June 7 1,562,845 1,386,370
Note: The Group has initially applied HKFRS 16 at 1 January 2019 Krat . AEBEER2019F1 A1 BEALIERTH

using the modified retrospective approach. Under this approach,

comparative information is not restated. See Note 2.

The notes on pages 82 to 160 form part of this interim financial

report.

BWEBERFITHKFRS 16  fEEE A
T hERBEREE M R EE2 -

828 =160 8 Pk MY 7E 7 Ak 78 A Hi 871 7%
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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 26
August 2019.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2018
annual financial statements, except for the accounting policy
changes that are expected to be reflected in the 2019 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 2018 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”).

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. KPMG’s independent review
report to the Board of Directors is included on page 71 to
72.

Hanhua Financial Holding Co., Ltd.
BESEROERAA

Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)
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Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a new HKFRS, HKFRS 16, Leases,
and a number of amendments to HKFRSs that are first
effective for the current accounting period of the Group.

Except for HKFRS 16, Leases, none of the developments
have had a material effect on how the Group’s results and
financial position for the current or prior periods have been
prepared or presented in this interim financial report. The
Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.

HKFRS 16, Leases

HKFRS 16 replaces HKAS 17, Leases, and the related
interpretations, HK(IFRIC) 4, Determining whether an
arrangement contains a lease, HK(SIC) 15, Operating
leases - incentives, and HK(SIC) 27, Evaluating the
substance of transactions involving the legal form of
a lease. It introduces a single accounting model for
lessees, which requires a lessee to recognise a right-of-
use asset and a lease liability for all leases, except for
leases that have a lease term of 12 months or less (“short-
term leases”) and leases of low value assets. The lessor
accounting requirements are brought forward from HKAS 17
substantially unchanged.

The Group has initially applied HKFRS 16 as from 1
January 2019. The Group has elected to use the modified
retrospective approach and has therefore recognised the
cumulative effect of initial application as an adjustment to the
opening balance of equity at 1 January 2019. Comparative
information has not been restated and continues to be
reported under HKAS 17.

=
=

=113
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

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

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

HKFRS 16, Leases (Continued)

Further details of the nature and effect of the changes to

previous

accounting policies and the transition options

applied are set out below:

(@) Changes in the accounting policies

(i)

New definition of a lease

The change in the definition of a lease mainly
relates to the concept of control. HKFRS 16
defines a lease on the basis of whether a customer
controls the use of an identified asset for a period
of time, which may be determined by a defined
amount of use. Control is conveyed where the
customer has both the right to direct the use of the
identified asset and to obtain substantially all of the
economic benefits from that use.

The Group applies the new definition of a lease
in HKFRS 16 only to contracts that were entered
into or changed on or after 1 January 2019. For
contracts entered into before 1 January 2019, the
Group has used the transitional practical expedient
to grandfather the previous assessment of which
existing arrangements are or contain leases.

Accordingly, contracts that were previously
assessed as leases under HKAS 17 continue to
be accounted for as leases under HKFRS 16 and
contracts previously assessed as non-lease service
arrangements continue to be accounted for as
executory contracts.

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (Bk X =

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

HKFRS 16, Leases (Continued)

(a) Changes in the accounting policies (Continued)

(it

Lessee accounting

HKFRS 16 eliminates the requirement for a lessee
to classify leases as either operating leases or
finance leases, as was previously required by HKAS
17. Instead, the Group is required to capitalise
all leases when it is the lessee, including leases
previously classified as operating leases under
HKAS 17, other than those short-term leases and
leases of low-value assets. As far as the Group
is concerned, these newly capitalized leases
are primarily in relation to property, plant and
equipment as sets as disclosed in Note 24(b).

Where the contract contains lease component(s)
and non-lease component(s), the Group has
elected not to separate non-lease components
and accounts for each lease component and any
associated non-lease components as a single lease
component for all leases.

When the Group enters into a lease in respect of
a low-value asset, the Group decides whether to
capitalise the lease on a lease-by-lease basis. For
the Group, low-value assets are typically laptops
or office furniture. The lease payments associated
with those leases which are not capitalised are
recognised as an expense on a systematic basis
over the lease term.
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

2 CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

HKFRS 16, Leases (Continued)

(a) Changes in the accounting policies (Continued)

(i) Lessee accounting (Continued)

Where the lease is capitalised, the lease liability is
initially recognised at the present value of the lease
payments payable over the lease term, discounted
using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant
incremental borrowing rate. After initial recognition,
the lease liability is measured at amortised cost and
interest expense is calculated using the effective
interest method. Variable lease payments that do
not depend on an index or rate are not included in
the measurement of the lease liability and hence
are charged to profit or loss in the accounting

period in which they are incurred.

The right-of-use asset recognised when a lease
is capitalised is initially measured at cost, which
comprises the initial amount of the lease liability
plus any lease payments made at or before the
commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-
of-use assets also includes an estimate of costs to
dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it
is located, discounted to their present value, less

any lease incentives received.

The right-of-use asset is subsequently stated at
cost less accumulated depreciation and impairment

losses.
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Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

HKFRS 16, Leases (Continued)

(a) Changes in the accounting policies (Continued)

(it

(i)

Lessee accounting (Continued)

The lease liability is remeasured when there is a
change in future lease payments arising from a
change in an index or rate, or there is a change in
the Group’s estimate of the amount expected to
be payable under a residual value guarantee, or
there is a change arising from the reassessment
of whether the Group will be reasonably certain
to exercise a purchase, extension or termination
option. When the lease liability is remeasured in
this way, a corresponding adjustment is made to
the carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount of
the right of-use asset has been reduced to zero.

Lessor accounting

The Group leases out a number of assets as
the lessor of operating leases. The accounting
policies applicable to the Group as a lessor remain
substantially unchanged from those under HKAS
17.

Under HKFRS 16, when the Group acts as an
intermediate lessor in a sublease arrangement,
the Group is required to classify the sublease as a
finance lease or an operating lease by reference to
the right-of-use asset arising from the head lease,
instead of by reference to the underlying asset. The
adoption of HKFRS 16 does not have a significant
impact on the Group’s financial statements in this
regard.
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

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

2 CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

HKFRS 16, Leases (Continued)

(b) Critical accounting judgements and sources of
estimation uncertainty in applying the above

accounting policies

()  Determining the lease term

SEMEIN AAARETTIIR)

2 BIBREXSE (&)

ERUBEHE
(#&)

ERIE165 HE

(b) FRA_LAE &R E
FF A B FE 5 TR E 1 89 R

() HEHRNHEE

As explained in the above accounting policies, bt Rt BGR AT HE

the lease liability is initially recognised at the
present value of the lease payments payable
over the lease term. In determining the lease
term at the commencement date for leases
that include renewal options exercisable by the
Group, the Group evaluates the likelihood of
exercising the renewal options taking into account
all relevant facts and circumstances that create
an economic incentive for the Group to exercise

BESVEZASEHRNENE
AMMEE%M EHEER
EAEBATEMELRE
EEAMBERS B HNHE
EHRKE ANEEFE T
FEARZEMNATRENE [
R E B E A A EERS
ELEEFMBERAANE
BAE T EESE FAE

the option, including favourable terms, leasehold EeEMITRIEEE  BRFEE
improvements undertaken and the importance of HER HERS A KIEEH

that underlying asset to the Group’s operation. The
lease term is reassessed when there is a significant
event or significant change in circumstance
Any increase
or decrease in the lease term would affect the
amount of lease liabilities and right-of-use assets

that is within the Group’s control.

recognised in future years.

(c) Transitional impact

At the date of transition to HKFRS 16 (i.e. 1 January
2019), the Group determined the length of the remaining
lease terms and measured the lease liabilities for the
leases previously classified as operating leases at
the present value of the remaining lease payments,
discounted using the relevant incremental borrowing

ﬁ?ﬂgl@ BRI
ERLEEITHBEANNE
AREHHBERBELEEAEL
e FhaEENR-
HEME MR D EE &
FEBRIANEERBEMER
BEENETE -

(c) BREZE

TEB BB EHREER F 165k iR
B (B12019F1R1H) ' A& H
BETRHGAEHRARE I
ARG ACEHENTISHRA
ENRERNBEFAREARE:
A E A AARIR20194E1 A1 B Y18

rates at 1 January 2019. The weighted average of the EEAAME - BREEFGHE

incremental borrowing rates used for determination of
the present value of the remaining lease payments was

6.97%.
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Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

HKFRS 16, Leases (Continued)

(c) Transitional impact (Continued)

To ease the transition to HKFRS 16, the Group applied
the following recognition exemption and practical
expedients at the date of initial application of HKFRS
16:

() the Group elected not to apply the requirements
of HKFRS 16 in respect of the recognition of lease
liabilities and right-of-use assets to leases for which
the remaining lease term ends within 12 months
from the date of initial application of HKFRS 16,
i.e. where the lease term ends on or before 31
December 2019;

(i) when measuring the lease liabilities at the date of
initial application of HKFRS 16, the Group applied
a single discount rate to a portfolio of leases with
reasonably similar characteristics (such as leases
with a similar remaining lease term for a similar
class of underlying asset in a similar economic
environment).
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

HKFRS 16, Leases (Continued)

(c) Transitional impact (Continued)

The following table reconciles the operating lease
commitments as disclosed in Note 24(b) as at 31
December 2018 to the opening balance for lease
liabilities recognised as at 1 January 2019.

ERRREE (F)

BEMBEHREEAE165 HE
(#&)

(c) BHEZE (&

TREWF240)TIEENE =
2018F 12 A31 H K & & & &
EEEZE201991 A1 HERNA
EAEYSREET T

1 January 2019
®2019F1A1H

RMB 000
AREFT
Operating lease commitments at 2018512 H31 H My 4% & 7 B
31 December 2018 69,809
Less: commitments relating to leases B RRERNMER T E & E
exempt from capitalisation:
— short-term leases and other leases — 52 HRFE & 0 H b 5 64 10 & BB
with remaining lease term ending 201912 H31H =k
on or before 31 December 2019 ZAIERNEE (25,173)
Add: lease payments for the additional m:AEBEEERERITEEN
periods where the Group considers EEENENTRAD
it reasonably certain that it will HEFEE
exercise the extension options 1,434
Less: effect of value-added tax R IEE R A (1,343)
44,727
Less: total future interest expenses R ARRFE X H B EE (3,369)
Present value of remaining lease payments, £ fA20194F1 51 H #y31% £ {& Z F &
discounted using the incremental borrowing  BL IR BRI 64T & 4 R EE IR E
rate at 1 January 2019 41,358
Total lease liabilities recognised at R2019F1 A1ERANHEBERTE
1 January 2019 41,358

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EBNBRERE (&)
(CONTINUED)
HKFRS 16, Leases (Continued) ERANBERELENEI6H HE
(%)

(c) Transitional impact (Continued) (c) BEREIZZ (&
The right-of-use assets in relation to leases previously LRI D B AKE R EmMERMNE
classified as operating leases have been recognised FAEEZEHEAESENRS  WR
at an amount equal to the amount recognised for the #E2018F 12 431 H M Ak R &
remaining lease liabilities, adjusted by the amount of any FRER A EZ M SRR BT 3k
prepaid or accrued lease payments relating to that lease EAHENREEETRHE-

recognized in the statement of financial position at 31
December 2018.

The Group presents right-of-use assets that do not REEHIAREREEFHERE
meet the definition of investment property in “property, ENFEAEEER (ME HE
plant and equipment” and presents lease liabilities LEFEIN R HEBGEENK
separately in the statement of financial position. A KR EFEY R -
cgnte o1



Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

HKFRS 16, Leases (Continued)

(c) Transitional impact (Continued)

The following table summarises the impacts of the
adoption of HKFRS 16 on the Group’s consolidated
statement of financial position:

2 BIBREXSE (&)

BEMBEHREEAE165 HE

(#&)

(c) BHEZE (&

TRAKABEEMBRELERIE
1657 4t & B & 6f B 540 KR 5

B2 48R
=

Carrying Capitalisation Carrying
amount at  of operating amount at
31 December lease 1 January
2018 contracts 2019
2018%F ReEHE 20195
1283181 ciG| 18188
WREEE MERL REEE
RMB’000 RMB’000 RMB’000
AREF T AREF T ARKEF T
Line items in the consolidated RRAEBMEREER
statement of financial position F16K T ESHE
impacted by the adoption of MR R B ELE
HKFRS 16
Property, plant and equipment ERN & 501,365 41,358 542,723
Total assets EESH 18,845,704 41,358 18,887,062
Lease liabilities HEAE - 41,358 41,358
Total liabilities AEAE 10,981,843 41,358 11,023,201
Net assets BEE 7,863,861 - 7,863,861
92 %a%héaﬁ%gg%ag;glging Co., Ltd.
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Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EBNBRERE (&)
(CONTINUED)
HKFRS 16, Leases (Continued) ERANBERELENEI6H HE
(%)
(c) Transitional impact (Continued) (c) BEREIZZ (&
The analysis of the net book value of the Group’s right- RMEAREE BN REER
of-use assets by class of underlying asset at the end Fi1eRE M H - LB & EE R
of the reporting period and at the date of transition to AR EEAESESNIRDF
HKFRS 16 is as follows: BT :
At 30 June At 1 January
2019 2019
R20194F 20195
6H30H 181H
RMB’000 RMB’000
AR ¥ For ARBFor
Included in “Property, EIME BELERE]$:
plant and equipment”:
Premises leased for own use, ERHEERE"
carried at depreciated cost BITEKATHE 160,924 41,358

Interim Report 2019
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EBFBRE®RE (&)
(CONTINUED)
HKFRS 16, Leases (Continued) ERANKERELENEI6H HE
(%)
(d) Lease liabilities () HEEE
The remaining contractual maturities of the Group’s AEEHEARERENRRE
lease liabilities at the end of the reporting period and at B EER F 165 EIRA R
the date of transition to HKFRS 16 are as follows: TR & RIEAR T
At 30 June 2019 At 1 January 2019
#201956A30R R2019181A
Present Present
value of the Total value of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments
REHAE BERE BERE REHEE
FRERE fREE (FRERE et
RMB'000 RMB’000 RMB’000 RMB'000
ANRETT AREFT AREFT ARETT
Within 1 year 1ELA 32,802 33,935 21,735 22,493
After 1 year but within 2 years 1-24F 23,257 25,737 14,151 15,630
After 2 years but within 5 years 2-5% 34,222 43,314 5,472 6,604
After 5 years 5% F 72,008 147,806 = =
129,487 216,857 19,623 22,234
162,289 250,792 41,358 44,727
Less: total future interest expenses i : R R Kl 8. iH 448 (88,508) (3,369)
Present value of lease liabilities HEEENHRE 162,289 41,358
94 Hanhua Financial Holding Co., Ltd.
BESEZEROBRIF



Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

2 BIBREXSE (&)

HKFRS 16, Leases (Continued) ERANBERELENEI6H HE

(#&)

() B AXZEEHEHRME 2 i E

(e) Impact on the financial result and cash flows of the

Group

After the initial recognition of right-of-use assets and
lease liabilities as at 1 January 2019, the Group as a
lessee is required to recognise interest expense accrued
on the outstanding balance of the lease liability, and
the depreciation of the right-of-use asset, instead of
the previous policy of recognising rental expenses
incurred under operating leases on a straight-line basis
over the lease term. This results in a negative impact
on the reported profit from operations in the Group’s
consolidated statement of profit or loss, as compared to
the results if HKAS 17 had been applied during the year.

In the cash flow statement, the Group as a lessee is
required to split rentals paid under capitalised leases
into their capital element and interest element. These
elements are classified as financing cash outflows,
similar to how leases previously classified as finance
leases under HKAS 17 were treated, rather than as
operating cash outflows, as was the case for operating
leases under HKAS 17. Although total cash flows are
unaffected, the adoption of HKFRS 16 therefore result in
a significant change in presentation of cash flows within
the cash flow statement.

B2 288
B2 2

201941 A1 8 B{E AEEEM
HEAGEETIBERRE &5
EEAEABA SEZRAHEES
B RRRE A FE 5T ) B 32 8 AN {55 R 4
BENITE  mARKRURE K
REMEHRANAEREERLEE
HEEANHAEBR BAFE
KRR ERFE17TRENLG
RAL EeHAEEAHER
KPP HENEENBELEE®E

=
=

ERERERT AREEREA
HMABERRBEEAMCBEE
WS D REARE H DM A E B
DoBENERBERSRA
BURAREE B S5 ERIF17
FIOEARERENEE M
FRERS R BELGE
AIEI7THROEEHE-K-BE
RATREAITE RABL
MBREENFE1HREZRER
EXRARERELINNTALRE

Interim Report 2019
ZE-NEFHRRRE

95



Notes to the Unaudited Interim Financial Report

AREERP PN B HREMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

2 CHANGES IN ACCOUNTING POLICIES 2 EBFBRE®RE (&)
(CONTINUED)
HKFRS 16, Leases (Continued) ERNKERELERNEI6H  HE
(&
(e) Impact on the financial result and cash flows of the () HAXEEFYHHRME L E
Group (Continued) W2 (&)
The following tables may give an indication of the TRAGHPHBE BT RS E
estimated impact of adoption of HKFRS 16 on the Al 5 165% ¥ & B & 220196 A
Group’s financial result, segment results and cash flows S0RHIGME AR FERC R - D Ef 5
for the six months ended 30 June 2019, by adjusting EMRERENIHTEE &
the amounts reported under HKFRS 16 in these interim BB AR AN BB TS R R P R
financial statements to compute estimates of the BEREBWEHELERFE165HRE
hypothetical amounts that would have been recognised BHERE  AFTEE2019F i
under HKAS 17 if this superseded standard had BB BB REERFE165% -
continued to apply to 2019 instead of HKFRS 16, and MEBERB A ERE7
by comparing these hypothetical amounts for 2019 with SRE R AR BRE A AT B WA RZ
the actual 2018 corresponding amounts which were 2019F MRECHEREBER S
prepared under HKAS 17. FTERIZEA 7R AR I H2018F B
SRETE L
2019 2018
2019% 2018%
Deduct:
Estimated
amounts
Add back: related to Hypothetical Compared
Amounts HKFRS 16 operating amounts for to amounts
reported depreciation lease as if 2019 as if reported for
under and interest under under 2018 under
HKFRS 16 expense HKAS 17 HKAS 17 HKAS 17
mEREE W EEE o _ BRA
REBANE BEER ERSITE  BRAGMEN  FECHEN
BEEE £16% b E1T%T EVEAN
168 T HEERR REH 20195 K 20185
BENSE MExH fhite s BReE FEeEfn
A) (B) c) (D=A+B+C)
RMB’000 RMB’000 RMB '009 RMB 'Uﬂg HMB 'OOQ
AREFT AREFT AEEFT ARBFT ANEBFT
(Note 7)
(1)
Financial result for the RREBHEREEN
six months ended 165 % HEZ2019%
30 June 2019 impacted by ~ 6A30H L~ {EA M
the adoption of HKFRS 16:  BIERRMS/E:
Interest and commission fERFEESH
eXpenses (368,555) 4,576 - (363,979) (336,083)
Operating expenses EEXH (379,853) 16,300 (19,099) (382,652) (407,963)
Profit before taxation BHarFE 189,361 20,876 (19,099) 191,138 212,356
Profit for the year BRFE 130,813 20,876 (19,099) 132,590 164,435

Hanhua Financial Holding Co., Ltd.
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RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

2 CHANGES IN ACCOUNTING POLICIES 2 BIHEEE (&)
(CONTINUED)
HKFRS 16, Leases (Continued) ERAMEREENEI6H HE
(&)
Impact on the financial result and cash flows of the () ¥ AEEFYBEHRFE L TE
Group (Continued) V()
2019 2018
20195 20185
Estimated
amounts
related to  Hypothetical
Amounts operating  amounts for ~ Compared to
reported leases as if 2019 as amounts
under under if under  reported under
HKFRS 16 HKAS 17 HKAS 17 HKAS 17
R S
BEREA EREITH EBBEHEN AP eER
B R EE HEERE ERVL FITHRT
E16HR T HE BN 2019EH 2018585
il Fhga BELHE LEAL
(A) (B) (C=A+B)
RMB’000 RMB’000 RMB’000 RMB’000
AEEF7 ARETT ARETT ARETT
(Notes 1 & 2)
(Hit1R2)
Line items in the condensed EHZ20196 30 M /<18 A
consolidated cash flow BREHELRERTH
statement for the six months ~ BEEZEBHBHEER
ended 30 June 2019 impacted ~ FE16%M & :
by the adoption of HKFRS 16:
Cash generated from operations ~ E&ZHELME S 1,472,451 (14,301) 1,458,150 320,401
Net cash generated from CEEHELANRSTE
operating activities 1,365,682 (14,301) 1,351,381 194,621
Capital element of TREERENELHBH
lease rentals paid (9,725) 9,725 - -
Interest element of TREEREHFEHH
lease rentals paid (4,576) 4,576 - -
Net cash used EETHFEANEERE
in financing activities (1,473,211) 14,301 (1,458,910) (88,792)
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REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

2 CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

HKFRS 16, Leases (Continued)

(e) Impact on the financial result and cash flows of the

Group (Continued)

Note 1: The “estimated amounts related to operating leases” is
an estimate of the amounts of the cash flows in 2019
that relate to leases which would have been classified
as operating leases, if HKAS 17 had still applied in
2019. Any potential net tax effect is ignored.

Note 2: In this impact table these cash outflows are
reclassified from financing to operating in order to
compute hypothetical amounts of net cash generated
from operating activities and net cash used in financing
activities as if HKAS 17 still applied.

3 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.

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (Bk X =

SEGMENT REPORTING (CONTINUED)
Partnership finance business (Continued)

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 financing
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.

Micro and small loan business

With the Group’s microfinance 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 to small and individual business proprietors
and individual clients.

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.
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

3 SEGMENT REPORTING (CONTINUED)

(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.

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.

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

(Continued)

3 SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

3

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, 2019 is set out below:

DEBE (&)

(@ PH*XE - BEEREE (&)

HE2019F6A30B AR ER T
B EREM AR D 2B EE R
TEDBELENDBEMI R

T

Six months ended 30 June 2019

B Z201956530H L61E A
Capital
Partnership Micro and Investment
Finance  Small Loan and
Business Business Management Others Total
ML BERER
BHEREER REXH BEEHR Hin %% At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT AREFT AREFR
Net guarantee and ERRFABEFHA
consulting fee income 328,318 - - - 328,318
Net interest and handing ~ FIE R FEEFUA/
fee income/(expense) (Zi) 113,172 246,875 6,677 (111,195) 255,529
Reportable segment AHBA/ (ZH)
income/(expense) 441,490 246,875 6,677 (111,195) 583,847
Net trading gains/(losses) R 5 FEx 26,025 - @ (6,951) 19,070
Other income, net HiFHA 2,482 3,669 2,535 (2,821) 5,865
Share of profits of HHE CE R
associate K& R 6,198 - 4,775 11,454 22,427
Share of losses of HEEDERRK
joint venture RERX (4,305) - - = (4,305)
Reversal for guarantee B ERER
losses kEe 1,301 - - - 1,301
Impairment losses BERMBEEX 5,562 (54,626) (2,441) (7,452) (58,957)
Operating expenses EEL M (164,499) (73,740) (4,718) (136,896) (379,853)
Net foreign exchange B F R
losses - - - (34) (34)
Reportable segment profit/ 2 &% AiFIE,/ (%)
(losses) before taxation 314,254 122,178 6,824 (253,895) 189,361
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

3 SEGMENT REPORTING (CONTINUED) 3 DL (F)
(a) Segment results, assets and liabilities (a) PHEE EEREE (F)
(Continued)
At 30 June 2019
201956 A30H
Capital
Partnership Micro and Investment
Finance Small Loan and
Business Business Management Others Total
ML BERRER
BHERER FEEK EEEHR HiEH it
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AEEFT AREFT ARETT ARETT ARETZ
Segment assets PHEE 9,511,730 4,369,759 869,462 2,405,009 17,155,960
Segment liabilities PHEE 4,152,885 2,210,052 881,149 2,651,722 9,895,808

Hanhua Financial Holding Co., Ltd.
BESEROERAA



Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

(Continued)

SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

3

DE|E (&)

Six months ended 30 June 2018

DEEE BEEREE (H)

EIZ2018F6H30R 1L61E A
Capital
Partnership Micro and Investment
Finance Small Loan and
Business Business  Management Others Total
ML BRRER
BHERER HE3 S ERE S CHI
RMB000 RMB'000 RMB000 RMB 000 RMB 000
ANEETT AREFTT AREFn ARETT  ARETT
Net guarantee and ERREAETFHA
consulting fee income 362,333 = = = 362,333
Net interest and handing ~ FIE R FEEFUA/
fee income/(expense) (%) 163,141 282,856 5,441 (96,733) 354,705
Reportable segment AHBA/ (X))
income/(expense) 525,474 282,856 5,441 (96,733) 717,038
Net trading gains/(losses) R 5 F B - - (4,248) (33,586) (37,834)
Other income, net HibFRA 5,501 5,322 8,264 27,805 46,892
Share of profits of HEE CERRR
associate REKH - - 144 9,801 9,945
Share of losses of joint HAECERAR
venture REBRK - = = (1,743) (1,743)
Reversal for guarantee BOEREREERES
losses 1,612 - - - 1,612
Impairment losses EERNERX (57,874) (58,852) 2,410 (1,315) (115,631)
Operating expenses EEL M (177,486) (85,219) (7,180) (138,078) (407,963)
Net foreign exchange gains [& 5 /% Iz - - - 40 40
Reportable segment profit/ % & 5: A ¥,/ (%)
(losses) before taxation 297,227 144,107 4,831 (233,809) 212,356

Interim Report 2019
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

3 SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

(Continued)

DE|E (&)

At 31 December 2018 (Note)

DEEEK BEEREE (H)

2019 using the modified retrospective approach.
Under this approach, comparative information is not
restated. See Note 2.

Hanhua Financial Holding Co., Ltd.

104 wzspprpamas

#2018%12A31R (f4t)

Capital

Partnership Micro and Investment

Finance Small Loan and
Business Business  Management Others Total

M BEARER
BHEHER EEE% EBEH Hib %% B3t
RMB'000 RMB 000 RMB'000 RMB 000 RMB 000
AREFT  ARETT  ARETT AREFT ARETFTL
Segment assets AEEE 10,713,689 4,917,533 841,739 1,867,789 18,340,700
Segment liabilities SHEE 4,164,890 2,499,755 890,278 3,426,920 10,981,843

(b) Reconciliation of reportable segment assets (b) P HEENFAE
At 30 June At 31 December
2019 2018
201945 120184
6H30H 12H31H
(Note)
(Hiaz)
RMB’000 RMB’000
AR¥Fr AREFT
Assets BE

Reportable segment assets DEBEE 17,155,960 18,340,700
Deferred tax assets BEEFTSHEE 529,530 505,004
Consolidated total assets EEAG 17,685,490 18,845,704
Note: The Group has initially applied HKFRS 16 at 1 January Bat: AEBER2019F1 18K

RIERTHEPEE RATT
HKFRS 16 < FEEEBHE T
LE R BB R e E At o BB E
2o



Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

4 PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging/crediting:

(@) Interest and commission expenses

Bt B

BATFEE R, 0L

(@ MERFHEEXH

Six months ended 30 June

B Z6H301L61E A

2019 2018

20194 20184

RMB’000 RMB’000

AR¥Fr ARETFT

Interest on debt securities issued & 17 B 110,082 133,483

Interest on borrowings B E 172,296 96,451
Interest on financial assets sold = O ES & ZEF 2

under repurchase agreements 28,988 22,745
Commission expenses paid NI EEEBAS T

in relation to Micro and

Small Loan Business 31,272 35,605

Interest on lease liabilities HEaEMNEXZE 4,576 =

Other interest expenses H R B 21,341 36,715

Other commission expenses HEMFEBESL . - 11,064

368,555 336,063
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

4 PROFIT BEFORE TAXATION (CONTINUED)

(b) Other operating income, net

BRI A E (&)

(b) HAEEFUWA

Six months ended 30 June

B Z6H30.L61E A
2019 2018
20194 20184
RMB’000 RMB 000
AR¥Fr ARETFT
Commission income of RS NFEBWA
insurance broker business 19,003 48,563
Commission expenses of R NEFB X
insurance broker business (16,263) (43,041)
Gain on disposal of long-term BERARERE k&=
investments 451 33,561
Government grants IS 18 B 5,697 1,906
Dividend income from financial LAREBEFERN
assets measured at fair value SREEMRERA 2,670 1,549
Rentals income from properties & &EMNMHE S KA
sub-leases 1,824 5,234
Others Hth 261 295
13,643 48,067

Hanhua Financial Holding Co., Ltd.
BESEROERAA



Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

4 PROFIT BEFORE TAXATION (CONTINUED) 4 FAIFE &)
(c) EEXH

(c) Operating expenses

Six months ended 30 June

B Z6H30.L61E A
2019 2018
20194 20184
RMB’000 RMB’000
AR¥FTT AREFT
Staff costs 8 T % i
— Salaries, wages, bonuses and — T & #%  EE K
other benefits H R 184,714 182,412
— Contributions to retirement —EZRE
schemes 30,328 32,120
— Equity-settled share-based — RS E R HD
payment expenses THRAX 8,176 14,124
Operating lease charges in FEREHEER
respect of buildings 6,803 35,531
Travel expenses i 16,194 23,584
Depreciation expenses & TEEBRNEEER
amortisation expenses
— Owned property, —BEENYME BEM
plant and equipment and LEUAREREE
intangible assets 26,065 20,223
- Right-of-use assets —FRAEEE 16,300 =
Office expenses WAE 12,507 11,847
Entertainment expenses EBHBEE 9,910 9,049
Tax and surcharges & K0 7,362 7,891
Meeting fee =B 1,979 3,990
Others H A 59,515 67,192
379,853 407,963
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

5 INCOME TAX 5 MK
Six months ended 30 June
B Z£6H301L61E A
2019 2018
20194 20184
RMB’000 RMB’000
ARMFT ARE T
Current tax EHMEH
Provision for PRC income tax NEAGTR P BIFTSH (H17E)
for the period (Note) 83,074 90,237
Deferred tax (Note 14) EIEFTBH (MiE14)
Origination and reversal of s A= R e E A& KB
temporary differences (24,526) (32,316)
58,548 57,921

Note:

Except for Hanhua Financing Guarantee Co., Ltd., Chongqging
Hanhua Assets Management Co., Ltd., Chongging Hanhua Micro-
credit Co., Ltd., Sichuan Hanhua Financing Guarantee Co., Ltd.,
Chongging Changjiang Financial Factoring Co., Ltd., Nanning
Hanhua Micro-credit Co., Ltd., Guiyang Yunyan District Hanhua
Micro-credit Co., Ltd., Beijing Hanhua Internet Technology Co., Ltd.,
Sichuan Hanhua Micro-credit Co., Ltd., and Horgos Huiwei Venture
Capital Co., Ltd. the Company and its subsidiaries are subject to
PRC income tax rate of 25%. Huiwei Hong Kong Holding Co., Ltd.,
Hanhua Hong Kong Holdings Co., Ltd. and HWA Asset Management
Limited are subject to HK income tax rate of 16.5%.

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

INCOME TAX (CONTINUED)
Note: (Continued)

Hanhua Financing Guarantee Co., Ltd., Chongging Hanhua Assets
Management Co., Ltd., Chongging Hanhua Micro-credit Co.,
Ltd., Sichuan Hanhua Financing Guarantee Co., Ltd., Chongging
Changjiang Financial Factoring Co., Ltd. Guiyang Yunyan District
Hanhua Micro-credit Co., Ltd.,and Sichuan 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 2019 and 2018.

Nanning Hanhua Micro-credit Co., Ltd. is a qualified enterprise
located in Guangxi Zhuang Autonomous Region and is therefore
entitled to preferential tax rate of 15% during the six months ended
30 June 2019 and 2018.

Beijing Hanhua Internet Technology Co., Ltd. is a qualified software
enterprise since 12 May, 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 26 January, 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.

Frig®t (&)
#iE: (8)

BEREERBROHARAR EEBESR
EEBERAR BEETHEBEERE
BREEAT HIWEREEFRERIA]
EERISBMREBERAR BEHEMES
BEENEERER AR RO HENE
ERBERARABFTEADAFEHIKRES
B 1 % - A M R B £20184F 20196 A
30H L6 A ZHEEH E15% °

EEMHENFEERERAAZ —RUR
BAMEE ARG BB RE-
It 75 2 220184 201946 A30H 1L61E
AZH15%MEER R -

IR BEFEREER AR B201455A
N2ERAGERUHLE RAtAyE
e F—FEEFE _FEREHMNTEET
B WHRE=E A FERRE50%F
FRi5 %1 o 5 B0 75 B R KO 2 6 7 A ¢ 75
HRR M R T EEE -

ERRITTEMAIZKRERRARBE2016
FIAHBRERRITMAEREE
HEERENRE E—FE2FhFERR
BAPBEAER  YRNEREE T FER
R50%F BT - AR RR &A%
MR A BT R T R AF B IR B -
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EARNINGS PER SHARE

The calculation of basic earnings per share is based on
the profit attributable to ordinary shareholders of the
Company of RMB112,839,000 (six months ended 30 June
2018: RMB145,145,000) and the weighted average of
4,600,000,000 ordinary shares (six months ended 30 June
2018: 4,600,000,000) in issue during the interim period.

There were no dilutive potential ordinary shares during the
six months ended 30 June 2019 and 2018, and therefore,
diluted earnings per share are the same as the basic
earnings per share.

CASH AND CASH EQUIVALENTS

Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

R WK &S

EAEBRKBBZRREAFTHHEE
RARAREBBRBEEROFBEAR
#112,839,0007t (H £201846 A
308 It6fE A : 145,145,000 ) &
4,600,000,00% B 217 & 3 i &9 10 #
T8 (H £2018F6A30H IE61A
A :4,600,000,000/% ) 5t & °

RE E20194F 201846 8308 1:6
BMA - REBEAHENZT BER:
I HESRIEEENRERETRYK

B

ERES

At 30 June At 31 December

2019 2018

20195 20184

6H30H 12H31H

RMB’000 RMB’000

ARMFT ARE T

Cash on hand EEFRE 86 94

Cash at banks SRITER 1,562,759 1,903,103
Cash and cash equivalents in the eEfEeRERNELYES

consolidated cash flow statements 1,562,845 1,903,197

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

At 30 June 2019, cash at banks deposited in related parties
was amounted to RMB152.9 million (31 December 2018:
RMB153.8million).

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

TRADE AND OTHER RECEIVABLES 8 EWKkHMEWKIE
At 30 June At 31 December
2019 2018
A20195F #R20184F
6830H 12A31H
RMB’000 RMB’000
AR T AR TFr

Receivables for default payments R E K (H/228(a))

(Note 8(2)) 854,435 861,471
Trade receivables JE W BR 5K 55,185 31,742
Less: Allowance for doubtful debts B AR (B8 b))

(Note 8(b)) (343,675) (342,032)
__________________________________________________________ 565,945 551181
Interest receivables JE WL F) & 73,983 118,793
Receivables for assets disposal FE Y E E iR K 782,160 789,660
Other prepayments, deposits and HBEMARE Bek

other receivables H {th jE W 5008 591,467 719,009

2,013,555 2,178,643
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

8 TRADE AND OTHER RECEIVABLES
(CONTINUED)

(a) Aging analysis:
As of the end of the reporting period, the aging analysis

of receivables for default payments, based on the
invoice date and net of allowance for doubtful debts, is

8 BWKRHEMEWNRE(F)

(a)

AR A

RIREHR RIBEBHZ AR
BRI AR EE B E KR E RN
BROMTIT

as follows:
At 30 June At 31 December
2019 2018
201945 #2018%F
6H30H 12H31H
RMB’000 RMB’000
ARMFT ARE T
Within 1 year —F R 164,687 220,941
Over 1 year but less than 2 years —E2_fF 147,900 136,631
Over 2 years but less than 3 years —Z =4 126,491 119,428
Over 3 years but less than 4 years =& 04 177,199 205,616
Over 4 years but less than 5 years 0% fF 159,595 133,801
Over 5 years AFLE 78,563 45,054
854,435 861,471
Less: Allowance for doubtful debts i : 3 Bk X (343,675) (342,032)
510,760 519,439

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

8 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:

8 BWKRHEMEBWNRE(F)

(b) FEWAREKEE

U ERNEERBERRAR
HARRD I FRIEAK E R & YK E
BRAFENEEEN EZBNR
T EBEREERSERNER
RAE AL -

AT RAHENEREFED:

At 30 June At 31 December

2019 2018

201945 R20184F

6H30H 12H31H

RMB’000 RMB’000

AR®Fr AREFr

At the beginning of the period/year ¥R BRI, 4F ¥ 342,032 454,040

(Reversal)/charged in the REfERE

consolidated statements of (#E) iR

profit or loss (2,410) 85,976

Recoveries g[8 B 4% 4 4,529 17,394

Write-offs ANEZH (476) (215,378)

At the end of the period/year R H B/ R 343,675 342,032

At 30 June 2019, the Group’s receivables for default
payments of RMB854.4 million (31 December 2018:
RMB861.5 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
RMB343.7 million (31 December 2018: RMB342.0
million) were made at 30 June 2019.

R2019F6H30H  KEE A A
R#g54.48 BT (20185F12A4
318 : ARMS61.5AET)HE
WREFREBEBBPERBLLE
WEE AR E R E W SRR S
LU BRENER MEEREE
o BT A B R TR ETE e U = & R B
0K FE MR - B It - B 752019
F6H30HE AR #343.78
2T (2018%F12H31B: AR
342.0B8B7L) MIEREMR -
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

9 RECEIVABLES FOR FACTORING BUSINESS 9 EWRER
At 30 June At 31 December
2019 2018
R2019%F 20184
6H30H 12H31H
RMB’000 RMB 000
AR¥Fr AREFT

Receivables for factoring business FEWBURIE 5K (B #£9(a))

(Note 9(a)) 1,693,234 2,399,890
Add: Interest Receivable o EAAE 86,049 110,663
Less: Allowance for doubtful debts R BEREME (M7E9(0b))

(Note 9(b)) (33,686) (42,247)
1,745,597 2,468,306

Receivables for factoring business included financial assets
sold repurchase agreements amounting to RMB176.6 million
(2018:RMB232.3 million) as at 30 June 2019 (see Note 17).

Hanhua Financial Holding Co., Ltd.
BESEROERAA

E 201996 A308 - fE U (R IB 3
PREBEHEBAOTERNERES
AR®176.6E BT (2018F : AR
232.3E8L) (RMFE17) -



Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

9 RECEIVABLES FOR FACTORING BUSINESS 9 EWRER(E)
(CONTINUED)
(a) Ageing analysis: (a) BRiERZD#T:
As of the end of the reporting period, the aging analysis LTRABRRERR ERER
of receivables for factoring business, based on the HA AN $52 AR 25 1 3 5 O FE IR I8 3K
invoice date and net of allowance for doubtful debts, is BRER D AT -
as follows:

At 30 June At 31 December

2019 2018

H2019F 20184

6H30H 12H31H

RMB’000 RMB 000

ARMFT ARET T

Within 1 year —F R 1,558,058 2,342,728
Over 1 year but less than 2 years —FEMF 204,035 165,635
Over 2 years but less than 3 years MFEZE =4 17,190 2,190
1,779,283 2,510,553
Less: Allowance for doubtful debts 3 : 35 BR X 4 (33,686) (42,247)
1,745,597 2,468,306

Interim Report 2019
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

9 RECEIVABLES FOR FACTORING BUSINESS 9
(CONTINUED)

(b) Impairment of receivables for factoring
business:

Impairment losses in respect of receivables for factoring
business 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 factoring business directly.

FEWRER (&

(b) ERRERNEERERKX

FEM (R IZ TR B E R E IR R A
HIREE BRIFEAEER BKE
BRRENREEM EZBR
T EEREBRABERKER
RIZFRAZIH

At 30 June 2019
#201956 530H
Lifetime
ECL Not Lifetime
12-month credit ECL credit
ECL impaired impaired Total
BREFE BREFE
HRES HRES
KIR12{8 A EREX BEREX
B RBE BE84E
EREX ERRE ERRE &5t
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFT AREFT AREFR
At 1 January ®1A1H8 35,017 4,117 3,113 42,247
Transfer: e &
- to lifetime ECL —EEEFEHRN
credit-impaired BHEREBX (1,746) (307) 2,053 -
(Reversal)/charge for the period 2 24 {= FE{E
AE(BE),/FHR (6,625) (2,730) 794 (8,561)
At 30 June R6A30H 26,646 1,080 5,960 33,686

1 16 Hanhua Financial Holding Co., Ltd.
BESEROERAA



Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

9 RECEIVABLES FOR FACTORING BUSINESS

(CONTINUED)

(b) Impairment of receivables for factoring

business: (Continued)

9 EBWRENR (&)

(b) BRERERNEEREREX

(#&)

At 31 December 2018

#2018F12A31H
Lifetime
ECL Not Lifetime
12-month credit ECL credit
ECL impaired impaired Total
BEFE BEFE
HIATE A IR TEHA
ARAA21E A EREX iR PS
78 5 REE BEE
FREX ZRRE ZARE At
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFr AREFrT ARETT
At 1 January M1A1HE 26,382 - 198 26,580
Charge for the year REFHE 8,635 4,117 2,915 15,667
At 31 December »12H31H 35,017 4,117 3,113 42,247
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

10 LOANS AND ADVANCES TO CUSTOMERS

(a) Analysed by nature

10 BHERRBER

BEMEE D

At 30 June At 31 December

2019 2018
A20194F R2018%
6H30H 12H31H
RMB’000 RMB’000
AR¥TFor AREFor
Micro and Small Loans NEEE R 3,980,113 4,711,230
Entrusted loans ZHERK 1,886,003 1,134,107
Gross loans and advances to BEWNER N B RAEE
_Goustomers 5,866,116 584533/
Add: Interest receivable hn s U B 127,758 140,013
Less: Allowances for impairment & : & ZOR(E &4
losses (313,923) (319,207)
Net loans and advances to BHERNBTFE
customers 5,679,951 5,666,143

Loans and advances to customers included loans under
repurchase agreements, amounting to RMB17.0 million
as at 30 June 2019 (31 December 2018: RMB14.0
million) (Note 17).

Loans and advances to customers included loans of
RMB128.3 million arising from the consolidation of
structured entities which issued micro loan backed
securities to institutional investors by the Group as at
30 June 2019 (31 December 2018: RMB1,042.7million)
(Note 27).

1 18 Hanhua Financial Holding Co., Ltd.
BESEROERAA

R2019F 6 H30H  EWE R &
ARPEBEELHESAOTE
FRER HIEEEEAAREKE
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R2019F6A30H  HEHME H &
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FHEBLEEMELEN/EER
FoHEREEESARK128.3
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Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

receivable)

10 LOANS AND ADVANCES TO CUSTOMERS
(CONTINUED)

10 BRERRBR (F

(b) Analysed by industry sector (exclusive interest

(b) TEITEDH (FBEIFEEYF

2)

30 June 2019

31 December 2018

201956 H30H 2018%12H31H
RMB’000 % RMB 000 %
ARETFTT % AREFIL %
Wholesale and retail HEMTESE 748,801 12.76% 380,711 6.51%
Leasing and commercial MEMEEREE
services 531,887 9.07% 193,190 3.31%
Real estate b 367,740 6.27% 332,740 5.69%
Construction Y 217,549 3.711% 230,216 3.94%
Manufacturing BLE % 105,257 1.79% 143,617 2.46%
Others Hit 216,263 3.69% 212,359 3.63%
Micro-lending NI EE R 2,187,497 37.29% 1,492,833 25.54%
Retalil loans BAER 3,678,619 62.71% 4,352,504 74.46%
Gross loans and advances ~ ZEHER R BHAE
to customers 5,866,116 100.00% 5,845,337 100.00%
Less: Allowances for B PR E 2
impairment losses (313,923) (319,207)
Net loans and advances BRERRBRFE
to customers 5,552,193 5,526,130
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

10 LOANS AND ADVANCES TO CUSTOMERS

10 BRERRBR(F)

(CONTINUED)
(c) Analysed by type of collateral (exclusive interest (c) REAREBEIN (TEEE
receivable) W FE)
At 30 June At 31 December
2019 2018
M2019F 20184
6H30H 12H31H
RMB’000 RMB’000
AREFT ARETFr
Guaranteed loans HERER 1,200,232 1,424,603
Unsecured loans EERER 771,087 1,031,018
Secured loans RBEER 3,894,797 3,389,716
Gross loans and advances BERERNBRETE
_tocustomers 5,866,116 5845337
Less: Allowances for impairment B BERUREEE
losses (313,923) (319,207)
Net loans and advances BERERNBRFERE
to customers 5,552,193 5,526,130

Hanhua Financial Holding Co., Ltd.
BESEROERAA



Notes to the Unaudited Interim Financial Report

10 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

(d) Overdue loans analysed by overdue period

10 HBRERREBR(

(d) SEMEROAHHERDH

(exclusive interest receivable) (TEERKEFE)
At 30 June At 31 December
2019 2018
R2019% 20184
6H30H 12H31H
RMB’000 RMB’000
AR FT AR For
Overdue within 3 months (inclusive) I H33{E A AR (£31E A ) 231,803 327,728
Overdue between 3 months to 11 BAS{E A =616 A
6 months (inclusive) (&6f@A) 95,720 77,661
Overdue between 6 months to o B6(E A =146
one year (inclusive) S14) 89,690 68,839
Overdue more than one year AR F LA E 231,935 190,084
649,148 664,312

Overdue loans represent loans, of which the whole or
part of the principal or interest were overdue for one day

or more.

EBRHEREEEHALL A2
HF BB KL EWER-
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

10 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

10 BRERRBX (F

(e) Analysed by methods for assessing allowances

() BEERAEREFMLEESD

for impairment losses (exclusive interest mM(TEFEERKEFR)
receivable)
30 June 2019
2019565 30H
Lifetime ECL  Lifetime ECL
not credit credit
impaired impaired
12-month EERES EERES
ECL HBHGERBEX BHEREX
FKE128 A KRB ER4E Total
BHEREX EREE ERREE it
RMB’000 RMB’000 RMB’000 RMB’000
ANBEFT AREFT AREFT AREFT
Micro-lending NMEGEER 2,006,094 - 181,403 2,187,497
Retall Loans EAER 3,277,082 117,256 284,281 3,678,619
Gross loans and advances ERERRBREE
to customers 5,283,176 117,256 465,684 5,866,116
Less: Allowances for impairment 35 : S ZH EERE
losses (111,142 (11,386) (191,395) (313,923)
Net loans and advances BHETRBFTFR
to customers 5,172,034 105,870 274,289 5,552,193

1 22 Hanhua Financial Holding Co., Ltd.
BESEROERAA



Notes to the Unaudited Interim Financial Report

10 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

10 BRERRBR (F

(e) Analysed by methods for assessing allowances

for impairment losses (exclusive interest

receivable) (Continued)

() BEERAEREFMLEESD
w(FEERVANE) (&)

31 December 2018

R2018F12A31H
Lifetime ECL Lifetime ECL
not credit credit
impaired impaired

12-month BEFES BEFES
ECL WHEREX BEHEREX
KK12(E A REE BEE Total
BHEREX ERARE ERRA At
RMB’000 RMB’000 RMB000 RMB 000
ANEETT NEETT ANEETT ARETT
Micro-lending IMEIREER 1,337,663 7,000 148,170 1,492,833
Retail Loans EAER 3,950,193 186,065 216,246 4,352 504
Gross loans and advances ERERRBREE
to customers 5,287,856 193,065 364,416 5,845,337
Less: Allowances for impairment - EZREER
losses (128,368) (17,989) (172,850) (319,207)
Net loans and advances BHETRBFFR
to customers 5,159,488 175,076 191,566 5,526,130
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERRBNR (A&
(CONTINUED)

(/ Movements of allowances for impairment losses (f) BEEBLXEHEESNES

30 June 2019
20196 A30F

Lifetime ECL  Lifetime ECL

not credit credit

impaired impaired

12-month BEEFED EEEED
ECL BHEREX HHGRAEX

KAF12(8 A REE %4 Total
BHEREX ERRE ERRE i
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT  ARETT  AREFT  ARETR

At 1 January M AR 128,368 17,989 172,850 319,207
Transfer: -
- to 12-month ECL —RF12ME AR
EREX 4,394 (4,020) (374) =

- to lifetime ECL -BEGFESREEEREL

not credit-impaired AEEERRBNER (863) 1,223 (360) =
- to lifetime ECL -BEGFESESEERAEL

credit-impaired BREERARENER (4,234) (3,018) 7,252 -
(Reversal)/charge for the period AR (M) /512 (16,523) (788) 83,289 65,978
Write-offs REZ - - (79,109) (79,109)
Recoveries WEBZEEFRRER - - 7,847 7,847
At 30 June 76308 111,142 11,386 191,395 313,923

1 24 Hanhua Financial Holding Co., Ltd.
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10 LOANS AND ADVANCES TO CUSTOMERS

Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

(CONTINUED)

(f)

10 BRERRBR (F

Movements of allowances for impairment losses

(Continued)

() BEBXEHEESNEE (F)

31 December 2018

12018512 A31H
Lifetime ECL Lifetime ECL
not credit credit
impaired impaired
12-month BEFEH BEFEH
ECL BHERBEX RBHERBX
AK12E A REE BEE Total
BHEREX ERRE ERRE =
RMB'000 RMB'000 RMB'000 RMB’000
AREFT AREFTL AREFT AREFT
At 1 January M AR 233,695 12,547 227,998 474,240
Transfer: PR Er i -
~ to 12-month ECL ~RR12ERBEHEREL 11,411 (1,808) (9,608) =
- to lifetime ECL -BEFEHEEEREL
not credit-impaired AEEERRBNER (6,635) 7,683 (1,048) =
~ 1o lifetime ECL -BEGFESEEERAEL
credit-impaired BREEARBENER (366) (11) 377 =
(Reversal)/charge for the year AF(8BE) /2 (109,737) (427) 240,381 130,217
Write-offs RERZHE - - (298,868) (298,868)
Recoveries WEBZEERRER - - 13,618 13,618
At 31 December M12A318 128,368 17,989 172,850 319,207
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

10 LOANS AND ADVANCES TO CUSTOMERS
(CONTINUED)

(g) Analysed by credit quality

10 BRERRBR(F)

() BEERENTHIRMOT

At 30 June At 31 December
2019 2018
H20194F R20184F
6H30H 12H31H
RMB’000 RMB’000
AR FT AR TFor
Gross balance of loans and RERA121E A FEHA{E 1B K
advances to customers BRE R R
that are assessed
for 12-month ECLs
— Neither overdue nor —BEARE At REEERRE
credit-impaired 5,329,700 5,313,217
— Overdue but not —BEBREEEARE
credit-impaired 81,234 114,652
Sub-total NE 5,410,934 5,427,869
Gross balance of loans and BEFEBRARTERBER
advances to customers that BRENERRBRBE
assessed for lifetime ECLs
not credit-impaired
— Overdue but not —EEmBERBEEEHELX
credit-impaired 117,256 193,065
Gross balance of loans and BEAFEHRBHEREX
advances to customers that BENER R B RABEE
are assessed for lifetime ECLs
credit-impaired
— Overdue and credit-impaired — B @ HIE 34 ZHRE 465,684 364,416
Less: Allowances for impairment & : B ZUR B X
losses (313,923) (819,207)
Net value A 5,679,951 5,666,143

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

11 FINANCIAL ASSETS MEASURED AT FAIR 11 UAAREBEEFEBEHESHITA
VALUE THROUGH PROFIT OR LOSS EHESNEMEE
At 30 June At 31 December
2019 2018
120195 20184
6H30H 12H31H
RMB’000 RMB’000
AR¥Fr ARE T
Equity instrument: =T A :
— Listed —Em 104,329 110,988
- Unlisted —3ELE™ 425,507 466,299
Debt instrument: BBIA:
- Unlisted —3ELT 860,862 756,715
Non-performing asset packages TREES®
(Note) (Ktzz) 278,088 239,758
1,668,786 1,573,760
Note: Bt &t -
Non-performing asset packages are the distressed debt assets FPREEBREANRTARNS BEE
acquired from financial institutions and non-financial institutions by MECRBBRENTIREBEE-TR
a subsidiary of the Company. The non-performing asset packages BEFTZRERTER ZXERXMERK
mainly include bank loans, entrustment loans and accounts BRI o
receivable.
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

12 FINANCE LEASE RECEIVABLES

12 B @EHEER

At 30 June At 31 December
2019 2018
A20195F R20184F
6H30H 12H31H
RMB’000 RMB 000
AR¥Fr ARETFr
Finance lease receivables Rl R E HE R 288,394 342,802
Less: Unearned finance lease B AREHME W=
income (35,269) (40,004)
Present value of minimum finance HIEEHE WG
lease receivables 253,125 302,798
Less: Allowance for impairment TR E R
losses (33,659) (29,709)
Net balance FRE 219,466 273,089

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

12 FINANCE LEASE RECEIVABLES (CONTINUED)

12 BUBEHEER (&

(a) Ageing analysis: (a) BRERZDAT:
At 30 June 2019 At 31 December 2018
R2019F6 A30F R2018%12A31H
Unearned Minimum Unearned Minimum
Finance finance finance Finance finance finance
lease lease lease lease lease lease
receivables income receivables receivables income  receivables
EhmE RERARE EERAE [ElEE KRERBE mERE
HER ks HEKTE HER Kaw  HEKRE
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB 000
AREFT AREFT ARETT ARETT AREFTT AREFT
Less than 1 year PR 227,343 (27,803) 199,540 234,251 (27,336) 206,915
1 year to 2 years 15206 42,011 (5,138) 36,873 73,744 (8,606) 65,138
2 years to 3 years 2ERIE 12,127 (1,483) 10,644 21,585 (2,519 19,066
3 years to 5 years SFEESF 6,913 (845) 6,068 13,222 (1,543) 11,679
288,394 (35,269) 253,125 342,802 (40,004) 302,798
Less: Allowance for R EER
impairment losses (33,659) (29,709
219,466 273,089
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

12 FINANCE LEASE RECEIVABLES (CONTINUED)

(b) Impairment of finance lease receivables:

12 B BEHEER (&

(b) FEUWRELE M ERKRE

At 30 June 2019

720196 A30H
Lifetime

ECL Lifetime

Not credit ECL credit

12-month impaired impaired

ECL EEFEHN =ZEFED

RRA2{E B HHER HHER
HH BARRE BREHE Total
ERB% ERRE ERRE &5t
RMB’000 RMB’000 RMB’000 RMB’000
ANEBTFT AREFTT AREFT AREFT
At 1 January »1A18 1,478 - 28,231 29,709
Charge for the period REAETIR - - 3,950 3,950
At 30 June R6A30H 1,478 - 32,181 33,659

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

12 FINANCE LEASE RECEIVABLES (CONTINUED) 12 BB EHEER (&

(b) Impairment of finance lease receivables:

(b) EUBEEETRE: (&)

(Continued)
At 31 December 2018
»2018%F12A31H
Lifetime
ECL Lifetime
Not credit ECL credit
12-month impaired impaired
ECL EEFEH ZBEFES
Kk12M8 A BH{E A TEHER
TBE  EBRERBE  BAEERAE Total
EREX ERRE ERRE &t
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFT AREFT AREFT
At 1 January ®1A18 4,235 - - 4,235
(Reversal)/charge for the year ZN4F (#[@) /512 (2,757) = 28,231 25,474
At 31 December MW12A31H 1,478 - 28,231 29,709
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

13 PROPERTY, PLANT AND EQUIPMENT 13 ¥ -BERRXE
Other
properties
leased
Buildings Office for own use
held for Motor and other Leasehold  Construction carried
own use vehicles equipment improvements in process at cost Total
Hfb
HAR HENE MR AR
BEN EQRfk HfbRfE BRXH HEIR HARENE 8%

RMB'000 RMB 000 RMB'000 RMB 000 RMB 000 RMB'000 RMB'000
ANRETL  ARETL  ARETL  ARETL  ARETT  ARETL  ARETE

Cost: A

At 1 January 2018 R2018%1A1H 388,214 30,881 62,631 102,213 54,101 - 638,040
Additions = 63,979 819 5,947 18,083 13,265 - 102,093
Transfer in/{ou) #A/HH 3,337 - 1589 - (4,926) - -
Transfers to intangible assets BE\EWEAE - - - - (864) - (864)
Disposals RE - (1,858) (3,447) - - - (5,305)
At 31 December 2018 R2018E12731R 455,530 29,842 66,720 120,296 61,576 - 733,964
Adjustment of IFRS 16 IFRS 16 %

(Note 2 (c) (Hito) - - - - - 41,358 41,358

At 1 January 2019 #2019%1581R 455,530 29,842 66,720 120,296 61,576 41,358 775,322
Additions #10 70,346 372 530 4,776 1,549 135,866 213,439
Transfers in/(out) #\/81 - - 422 - (422) - -
Transfer to intangible assets E\EVEAE - - - - (2,926) - (2,926)
Disposals RE 4,428) (1,944) (4,180) - - - (10,552)
At 30 June 2019 1201956 A30H 521,448 28,270 63,492 126,072 59,777 177,224 975,283
Accumulated depreciation: RitHE:
A1 January 2018 #0185 181 (50,635 (21,907) 46,011) (76,740) - - (195,203)
Charge for the period REGHR (13,292) (2,028) (10,942) (15,701) = = (41,969)
Written back on disposals RERE - 1,565 3,092 - - - 4,657
At 31 December 2018 and 12018F12A31A K

at 1 January 20191518 (63,927) (22,370) (53,861) (92,441) = = (232,599)
Charge for the period RHEER (7,889) (704) (4,659) (3,900) - (16,300) (33,446)
Written back on disposals REEE 40 1,201 3,802 - = = 5,133
At 30 June 2019 #2019%6530H (71,770) (21,873) (64,628) (96,341) - (16,300) (260,912)
Net book value: RERE:

At 30 June 2019 20196 530H 449,678 6,397 8,864 28,731 59,777 160,924 714,371
At 31 December 2018 1#2018%12A31H 391,608 7472 12,859 27,855 61,576 - 501,365

1 32 Hanhua Financial Holding Co., Ltd.
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Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

14 DEFERRED TAX ASSETS

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

movements during the period are as follows:

14 EEFEBREE

BB AT -

AEERNE G BRI R ERNET
PIRHEE/ (BE)EE RRAHHE

Deferred tax

Deferred tax assets liabilities
EEMEHEE BEFREHAR
Fair value Fair value
adjustments adjustments
on financial on financial
Provision of asset asset
guarantee measured measured
Provision for losses at fair value at fair value
impairment Accrued  and deferred through through
losses staff cost revenue  profit or loss Total profit or loss Net
NAREE NAREE
iEE iEE
HEBHA HEHHA
ERE® BEN BEH
EENE A LR LREEN SREED
Deferred tax arising from BEREELR BABE BIFMH EBERE MAEESD At AREERE it
RMB 000 RMB'000 RMB000 RMB000 RMB'000 RMB000 RMB000
AREFT AREFr AREFr  AREFr  ARETr AREFr  ARETn
At 31 December 2018 20185124318 420,932 191 86,940 9,240 517,303 (12,299) 505,004
Recognised/(credited) REFBRXER (GTA)
to the consolidated statement of (Hizts)
profit or loss (Note &) 24,012 (26) (6,671) (838) 16,477 8,049 24,526
At 30 June 2019 72019%6A30A 444,944 165 80,269 8,402 533,780 (4,250) 529,530
Deferred tax
Deferred tax assets liabilities
BEFRBHEE BEFEHAR
Fair value Fair value
adjustments adjustments
on financial on financial
Provision of asset asset
guarantee measured measured
Provision for losses at fair value at fair value
impairment Accrued  and deferred through through
losses staff cost revenue  profit or loss Total profit or loss Net
NAREE URAEE
GTEE iTEE
HEHHA HEHA
ERER BEN BEM
EERE 1} EEeR  SREEN SREEN
Deferred tax arising from BEREELR BXBH BIEHM ELusE 2NAEESD At AAEELRD B
AMB'000 AMB'000 AMB'000 AMB'000 AMB'000 AMB'000 AMB'000
ARETT  AEETT AREFT  AE#FT  AREFT  AREFT  ARETxT
At 31 December 2017 ®20174512A31A 350,620 177 97,323 2,011 450,131 (2,597) 447,534
Impact of adopting HKFRS 9 FAHKFRS 985/ 2 29,115 - 3,604 - 32,779 - 32,779
At 1 January 2018 ®2018%1A1A 379,735 177 100,987 2,011 482,910 (2,597) 480,313
Recognised/(credited) to the RAHBBERRER/ (GTA)
consolidated statement of
profit or loss 41,197 14 (14,047) 7,229 34,393 (9,702) 24,691
At 31 December 2018 20185124318 420,932 191 86,940 9,240 517,303 (12,299) 505,004
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

14 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 RMB1,255.5
million at 30 June 2019 (31 December 2018:
RMB1,288.0million), 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.

15 INTEREST-BEARING BORROWINGS 15

The Group’s interest-bearing borrowings are analysed as

(a)

14 BEFRSHREE (&)

AEANELEFRSHEE

AR ERE RS A A R EEN
AR REFE R T8 R RS SRS A A
R B E 1B A R 2R E A A
AN &£ E I 552019F6 B
MR AEINBEAEAR
#1,255.58 & L (201812 8
31EAARY1,288.08 & T) i
RELEMBHEE - RERITH
AR IIIEE AR EF A
LA FE 7T B 1854 # B R A 4K 40 R
RPERLFE o

AREEGFEERITOT

follows:
At 30 June At 31 December
2019 2018
R20194F MN20184
6A30H 12H31H
RMB’000 RMB’000
AR¥Fr AR T
Bank loans (Note (i)) IRITE K (MFEG))
- Unsecured —E\IER 349,144 1,001,075
— Guaranteed by third parties —F=FER 220,000 220,000
- Secured by properties of the Group — AN & B Y K 1
(Note (ii)) P & Gi) ) 188,515 192,759
- Secured by other assets of the Group ~— — A& B H b & & #{ 38
(Note (i) (PR & (iii) ) 401,000 646,560
1,158,659 2,060,394
Other loans (Note (iv)) HaER (MEv)
- Unsecured — R 2,206,364 2,186,338
Other interest-bearing liabilities (Note (v)) H bzt B & & (MizE(V)) 1,863,618 1,207,900
5,228,641 5,454,632
Interest payables FEA 7 E 34,132 74,738
5,262,773 5,529,370

Hanhua Financial Holding Co., Ltd.
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RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

15 INTEREST-BEARING BORROWINGS
(CONTINUED)

Notes:

(i)

(i)

(i)

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 RMB247.4 million as at 30 June 2019
(81 December 2018: RMB251.0 million).

The bank loans are secured by receivables for factoring
business owned by the Group. The aggregate carrying value
amounted to RMB402.3 million respectively as at 30 June 2019
(31 December 2018: RMB391.0 million respectively).

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

The Group issued trust plans of RMB558.3 million at 30 June
2019 (81 December 2018: RMB333.7 million) to finance for
Micro and Small Loan Business, and the Group acquired all the
interests of the subordinated tranches of the trust plans and
the Group provided financial guarantee against the investors
that required the senior tranches.

Other interest-bearing liabilities of the Group at 30 June 2019
included interests of limited liability partners of RMB862.9
million in the partnerships which were consolidated by the
Group (31 December 2018: RMB874.2 million) and borrowings
from non-financial institution amounting to RMB442.4 million
(31 December 2018: Nil).

15 SFEBR (4#&)

(i)

(i)

(i)

FIBREBMRITERABITEESR
BB HERAR - HAREER
WE BERARERERER K&
B EHEEENIBMR

ZIRTTEFAANSEEEEYIET - R
20196 A30R Y M BIRTE
BEAAR247 48 &t (2018412
A31BEAARK251.0887T) °

ZIRITERBEAEEEFH O ERIR
B R - 20196 308 -« K ##
MBRIEEEARARKEI0238E T
(2018%F12A31H A AR ¥391.08

B E=2019F6 A308 & & @ %17
T558.3EB T ARKENEEE
(2018%F12A31H : AR ¥333.78
Br) AP ICEEBRE A&
BEUE T St 8l A R E D2 IpiE
H AEERBLIEFHSNRES
RETHBER-

NEER2019F6 A30H M E 5T &
BEBEASBEHNERLENE
RETAEAF B ARKS62.98 8
JC (2018F12A31H : AR #874.2
BET)MECRBIBEREBAR

e —

442 483 8 T (20185128318 :
) o
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

16 DEBT SECURITIES ISSUED

16 EfESF

At 30 June At 31 December
2019 2018
A20195F R20184F
6H30H 12 A31H
Note RMB’000 RMB’000
i aF AR¥Fr AREFT
Corporate Bonds: e E 5
— Fixed rate corporate bonds ~ —202046 A Z| i #)
maturing in June 2020 B ENCIE= (0 1,424,931 1,423,726
- Fixed rate corporate bonds ~ —2019%E11 A | #i ¢
maturing in November 2019 BEFMEQGES (i) 853,126 852,191
— Fixed rate bonds maturing —20194F2 A |1 Y
in February 2019 & & F R EFH (iii) - 66,388
— Fixed rate bonds maturing —20204F7 A Bl iR
in July 2020 T EEFH (iv) 48,586 47,898
— Fixed rate bonds maturing —20204F9 A EIHi MY
in September 2020 & 7E A & FH v) 48,071 47,383
— Fixed rate bonds maturing —2021F3 A |
in March 2021 & & F R EFH (vi) 59,351 =
Assets backed securities R EESFES
payable-senior tranches —BEIEF (vii) 106,310 901,695
Interest payables JE T & 49,563 53,639
Total &t 2,589,938 3,392,920
Notes: HiaE -

(0

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 2019, the fair value of corporate bonds
amounted to RMB1,427.4 million.

Hanhua Financial Holding Co., Ltd.
BESEROERAA

(0

R2015F6 108 BITHE EFEQ
AEHEEARE1,5008 & T &
MR AR FE - ZEF X R6.10% ° &
SEEE=FRELAZEMNERAE
BE-CASEALEREG LHAZEA
K BEBUERANEBZEE
FEEIFTFH 2o &S - 712018
F6A10R NEB B F R AR M=
EF & E6.90%  WHEE T ARE
T2.8EEITMES -

R2019F6 A30H ' It R RIEHFH A
REEAARE 427488 T



Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

16 DEBT SECURITIES ISSUED (CONTINUED)

Notes: (Continued)

(i)

(il)

(iv)

(vi)

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 2019, the fair value of corporate bonds
amounted to RMB852.1 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.

Fixed rate bonds with nominal value RMB50.0 million and a
term of two years were issued on 16 July 2018 by a subsidiary.
The coupon rate is 7.30% per annum.

As at 30 June 2019, the fair value of corporate bonds
amounted to RMB48.6 million.

Fixed rate bonds with nominal value RMB50.0 million and a
term of two years were issued on 18 September 2018 by a
subsidiary. The coupon rate is 7.30% per annum.

As at 30 June 2019, the fair value of corporate bonds
amounted to RMB48.1 million.

Fixed rate bonds with nominal value RMB63.4 million and
a term of two years were issued on 30 March 2019 by a
subsidiary. The coupon rate is 7.30% per annum.

As at 30 June 2019, the fair value of corporate bonds
amounted to RMB59.4 million.

16 BNEZ (A&)

Wiz (&)

(i)

(il)

(iv)

(vi)

®2015F11 B3R #E/THEEF R A
AIEFEEARBIOEE L R
AV F Bl RE A K A5.60% ° AN &
BEE_FARELAZEMNEAE
BE-CEASEAERE EAZEH
Rk REEUERAEEZAE
FE B T ) 2 3Pk 3o E 5 ° 72017
FUASH ANEEBRAIRAE
H A& E6.60% WHEE 7 AR
ABAEBTHES -

H £2019F6 8308 ' It R EIEHH
AREBEBARKESS2AEE T

FAFM2018F2H183H & T T RE
BEEARKTESIT PRA—
FOEENRES ZEMNERTF
6.50% °

FRAAMN2018F7HI6HET TR
EEEBEARES0.0EE T HRMF
WEEMNXES - REMNERTF
7.30% °

H £2019F6 8308 Ik R EIEHH
AREEAARKISCEET

o/

T RRIMN2018F9H18H #IT T &
EEEBEARES00EE T HRMF
WEEMNXES - REMNERTF
7.30% °

H £2019F6 8308 Ik R EIEHH
AREEAARKISIEET

o/

TR RIMN2019F3H30B #4177 &
EEEBEARE4EET HRMF
WEEMNXES - REMNERTF
7.30% °

H £2019F6 8308 Ik R EIEHH
AREEAARKESIEET

o/
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REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

16 DEBT SECURITIES ISSUED (CONTINUED)
Notes: (Continued)

(vii) During the six months ended 30 June 2019, RMB128.3 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 RMB106.3 million received by the
Group was booked as assets backed securities payable.

17 FINANCIAL ASSETS SOLD UNDER
REPURCHASE AGREEMENT

(vii)

16 BNEZ (&)

Bz (&)

RE E201946 A30H 1L61E A &
M AEEBARKI28.38BETH
NEEERERAEELLEE - BaA
BlERBRAREERTEELERS
(TE@])  RARAEERFEZERS
HRBBA AR BB EEIEF D
REER BRAERRE TEZE/)
BEE KA AT 2 MR AR 488
CREENRERIEEROGG B
hAEEEECEERBRTHERL
MEE L HKEHARB106.38
BTERERCENEESFESHRT
o

17 ELEEEMEER

At 30 June At 31 December

2019 2018
12019%F 20184
6 H30H 12H31H
RMB’000 RMB’000
AREFTT AR T T

Benefit rights of loans and advances B NE R R B s
to customers 17,000 14,000

Benefit rights of receivables for JE W AR 38 SR U 55

factoring business 176,601 232,337
Interest payables FE 7 B 6,705 9,367
200,306 255,704

Details of the carrying values of the underlying assets of
financial assets under repurchased agreement are set out in
Note 9 and Note 10(a).

1 38 Hanhua Financial Holding Co., Ltd.
BESEROERAA

EHCREsMEENHBEERTE
BB E A TR 5E10 (a) °



Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

18 CUSTOMER PLEDGED DEPOSITS 18

19

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.

FAREE

FARBZEATFABORES
PMERA S BIRHEROEREM -
BERERES THRERGOE

mEREEP -

ACCRUALS AND OTHER PAYABLES 19 EFFREMESR
At 30 June At 31 December
2019 2018
H2019F #R2018%F
6H30H 12H31H
RMB’000 RMB’000
AR¥Fr AR T
Other payables H b JE T FRIB 431,073 381,495
Financial liabilities measured at BEEKATE
amortised cost == 431,073 381,495
Accrued staff cost JE {51 B T %7 B
— Salaries, wages, bonuses and other —ITE 8% FMK
benefits H 48 7 36,527 87,224
Value-added tax and other JE {5 S8 B 7 Ko EL Ath BT N B
surcharges payable 7,025 9,209
Withholding individual income FERT AR A E A PGB
tax payable 4,074 4,100
Receipts in advance T8 Us BR X 6,712 20,416
Total = 485,411 502,444
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20 EQUITY SETTLED SHARE-BASED

TRANSACTIONS

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

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

Hanhua Financial Holding Co., Ltd.
BESEROERAA
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REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

20 UEREENRO M

EEERKREARAA([ER])Z
BIEARREARNNBERRBROA
BEEER L BHEERBRDZELET
M) R RN 45 B B 12 I 1R R AR A B AT
2 (MR B s &) =PI L&Y
WEER AT - LA E S E T E
£2013F6 A208 ([ EFH]) #E
EARNBMIGZES ESNSE
(MEEER]) T ERERERN
AR M EZEFE A QARG ([
BB ) - #2013%1 A1H £2020
F12A31H - BRELE B IEZ8F NI
B 5 EARERR o a0 {a] B ¥ S B A
SEE ZAEBEHRAERSHE R
ARG R H SR B R IR R E R
f& el =5 -

EEMNETH B2ERFELRQF
7.88%H) B AE - 2 BB S AR B B ET
g BMARARBRAREMEMETS -



Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

20 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

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

20 UEREENROXN (&)

(@) BTEBENERKRREEMET

follows: Fr%l:
Number of Vesting
instruments conditions
REHE Esan ik L
Awards granted to directors RTEERESEH
and supervisors: A1
— on 20 June 2013 —R2013F6 A20H 193,918,615 Every month from
1 January 2013 to
31 December 2020
#2013F1 AR =
2020512 H31R L& H
Awards granted to employees: & F & & B
—on 20 June 2013 —H2013F6A20H 76,351,233 Every month from
1 January 2013 to
31 December 2020
t2013F1 A1 =
2020512 HA31H LB A
Total share awards granted BT RN B 270,269,848
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REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

20 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(b) The number and weighted average exercise

(c)

20 UEREENROXMN (&)

(b) REBBOHEMFHTEE

prices of share awards are as follows: W
Six months ended 30 June 2019
B Z£2019406 A30H 618 A
Weighted
average Number of
exercise price shares
FITRE RO EE
RMB
AR¥
Outstanding at the beginning &% %% 77 7£ 5
of the period 0.42 270,269,848
Granted during the period AT - -
Exercised during the period  HiR77 4 = -
Outstanding at the end B R B 1T A1
of the period 0.42 270,269,848
Exercisable at the end HAR AT T
of the period 0.42 219,594,251

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.
BESEROERAA

(c) ROHENQABEBERRR

AN A LASR H AR 17 BR A T ZE ER &Y
RGN ANEBEL2ERTBRG
HENAABERETE - ANARE
HRESETEETEARE
W = E AR AR 80t
i 2 LA B8 18 B ¥ R EL A i
T ZE - IRERE S5 8
AABEERTHFE BEE
TEENERTE BITREE -
BT REEENEREY KRB
REBER ZABMERAERD
R BIERES R ERREIER
RBEERNFRLIOEFH
B ZEF SR ETRELE
HE RMBAENAALEBEER
Cox-Ross-Rubinstein Binomial
Pricingf& B 3 17l 51 o Bk {0 B4
HE RFERIEALERNN—IFS
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RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

20 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(c) Fair value of share awards and assumptions

(Continued)

20 UEREENROXN (&)

(c) ROHBENAABERRR
(#&)

Share awards

granted on
20 June 2013
7201356 H20H
Fair value of share awards and assumptions RHHEN A ABERBR Y B 10 H R
Fair value at measurement date (RMB) RetE BN A AREBE (AKEK) 1.77
Share price (RMB) BITRE (AEK) 2.26
Exercise price (RMB) ITHEEER (ARK) 0.53
Expected volatility (expressed as weighted AR (B TEFT R B) = (LACox-Ross-
average volatility used in the modelling Rubinstein Binomial Pricing# 7!
under Cox-Ross-Rubinstein Binomial Fri@ A Mg RERRR)
Pricing model) 64.30%
Option life (expressed as weighted average HAREH) B AR (LA Cox-Ross-
life used in the modelling under Cox-Ross- Rubinstein Binomial Pricing#& 7!
Rubinstein Binomial Pricing model) FTiE e g FIHR KRR ) 7.53 years F
Expected dividend yield TEFT A A 1.30%
Risk-free interest rate 2 [ o 1) K 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.

BREFF KB EREERELKE
T (LA Dn#EFIa 5 E e i i) B
BRI R ER) - ERARA
ESNEMERRE KB RE
IR R E RETHE B
B R ERE L RAMER - @A
AR e AR BEMNMGE
EEBATE-

B BRRREERBEETET
MR THNAREBEFES
RZE BIE BRI - % By B
W R T R o
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REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

21 CAPITAL, RESERVES AND DIVIDENDS 21 EX-RERRE
(a) Dividends (a) BE
Dividends payable to equity shareholders of the ERHAEERER S HNERE
Company attributable to the previous financial year, RAT— B % FE R RERRE D
approved and paid during the interim period. Bt /9 A% 2. o

Six months ended 30 June

B Z6H30H IL6{@ A A
2019 2018
20194 20184
RMB’000 RMB’000
AR¥Fr AR TFor
Final dividends in respect of the TR AR HR 0 B JE L B
previous year, approved during F—FEREKBRES
the following interim period, of FRAR®0.047T
RMB Nil per share (six months (B =2018%F6A30H
ended 30 June 2018: 0.04 per 1E61E A - T
share) AR #0.047T) - 184,000
(b) Share capital (b) B
The share capital were issued and fully paid. ARG B BEITHERE -

Hanhua Financial Holding Co., Ltd.
BESEROERAA
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RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

21 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c) Nature and purpose of reserves

()

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.

(i) 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.

(iii) - 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.

21 EX-RERKRE (&)

(c) MEMERBE®

()

(i)

(i)

K175 18

s EREAARRPEE
BLPT A EH BT AR BB A
BREZENER-

BARRERETIISE:

- RARREERBHR
TTEBRER L BN

RAEED -

- RIBERBENTA
AN EEERRD
BEZANER (FS
NN

BRABELITBEBRAE
T o MNBAARFEN R
BRE AREARETE
B B EBPE MR Y (B ¥ & R ZE R
REMAEREAE K H10%
HEMEEREEAERRAD
e EEAEKRIERFH
RRED HEMEARNS0% -

Interim Report 2019
ZE-NEFHRRRE

145



146

Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

21 CAPITAL, RESERVES AND DIVIDENDS

(CONTINUED)

(c) Nature and purpose of reserves (Continued)

(iv) General reserve

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 Micro and Small
Loan 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.

(v) 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.
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Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

21 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

21 EX-RERKRE (&)

(c) REMERBWN (&)

(c) Nature and purpose of reserves (Continued)

i) EXE

(vi) Capital management

The Group’s primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern, so that it can
continue to provide returns for shareholders and
benefits for other stakeholders, by pricing products
and services commensurately with the level of risk
and by securing access to finance at a reasonable
cost.

The Group actively and regularly reviews and
manages its capital structure to maintain a balance
between the higher shareholder returns that might
be possible with higher levels of borrowings and
the advantages and security afforded by a sound
capital position, and makes adjustments to the
capital structure in light of changes in economic
conditions.

There were no changes in the Group’s approach
to capital management during the period from 1
January 2019 to 30 June 2019 and the year ended
31 December 2018.

Particularly for guarantee and credit loan operation,
the Group monitors regularly the residual balance
of outstanding guarantees or/and credit loans
for single customers and multiples of the total
outstanding guarantees or/and credit loans in
relation to paid-in/share capital of companies in
the Group engaging guarantee or/and credit loan
business respectively, so as to keep the capital risk
within an acceptable limit. The decision to manage
the share capital of companies in the Group to
meet the needs of developing guarantee or/and
credit loans business rests with the directors.
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

22 NON-CONTROLLING INTERESTS

22 FEEEHIHELS

At 30 June At 31 December
2019 2018
201945 R20184F
6H30H 12H31H
RMB’000 RMB 000
AR Fr AREFT
Liaoning Fu’an Financial Asset BEELeMEE
Management Ltd EBBRAT 423,401 472,065
Xi’an Hanhua Micro-credit AEmBENEER
Co., Ltd. BRAF] - 139,707
Sichuan Hanhua Micro-credit g1 B EE /N R E R
Co., Ltd. BRRAA] 99,573 105,619
Chongaing Hanhua Micro-credit EEMBENDEER
Co., Ltd. EREMERF 82,656 87,975
Others HAh 82,931 80,482
688,561 885,848

Hanhua Financial Holding Co., Ltd.
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RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(a) Financial assets and liabilities measured at fair
value

()

Fair value hierarchy

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

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

e |level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available

e Level 3 valuations: Fair value measured using
significant unobservable inputs
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL

INSTRUMENTS (CONTINUED)

(a) Financial assets and liabilities measured at fair

value (Continued)

(i) Fair value hierarchy (Continued)

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

The Group has a team headed by the finance
manager performing valuations for the financial
instruments, including the unlisted 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.
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Notes to the Unaudited Interim Financial Report

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL 23 ERMIEQAAREEFE (&)
INSTRUMENTS (CONTINUED)
(a) Financial assets and liabilities measured at fair (a) BAAEBEFENSREER

afE (A

value (Continued)

() RREEER(E)

(i) Fair value hierarchy (Continued)

Fair value measurements as at
30 June 2019 categorised into

201956 A30B AREESE
Fair value at
30 June 2019
R20195
6H30HH Level 1 Level 2 Level 3
MER E-ER BB E=ER
RMB’000 RMB’000 RMB’000 RMB’000
AEEFT ARETT ARETT AREFT
Recurring fair value REMALEENE
measurements
Financial assets: EREE:
Financial assets measured NAnBEENER
at fair value through HEHHAES
profit or loss: BafemiE:
Debt instrument: EBIA:
- Unlisted —k L 860,862 - - 860,862
Equity instrument: BEaTi:
- Listed —tm 104,329 104,329 - -
- Unlisted —Fk Lt 425,507 - - 425,507
Non-performing asset packages TR BER 278,088 - - 278,088
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL 23 eRITANABES

INSTRUMENTS (CONTINUED)

fln

(#&)

(a) Financial assets and liabilities measured at fair (a) BAAEBEFTENSREER
value (Continued) BB (&
() Fair value hierarchy (Continued) () DA EBEER(E)

Fair value measurements as at

31 December 2018 categorised into
2018%12R31A R ABENE

Fair value at
31 December

2018
20185
12A31H &) Level 1 Level 2 Level 3
AnEE E-ER F_ER F-ER
RMB 000 RMB 000 RMB'000 RMB 000
AREFT AREFTT AREFT AREFT
Recurring fair value SEMDAAEERE
measurements
Financial assets: SREAE
Debot instrument: EBTA:
- Unlisted ot A 756,715 - - 756,715
Equity instrument: EmTA:
- Listed —tm 110,988 110,988 - -
- Unlisted —Ltm 466,299 - - 466,299
Non-performing asset packages TR EE® 239,758 = = 239,758

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL 23 EMIAQNAREETE (&)
INSTRUMENTS (CONTINUED)

(a) Financial assets and liabilities measured at fair (a) BAAEBEFENSREER
value (Continued) 8fE (&)
() Fair value hierarchy (Continued) () ARBEER (&
During the six months ended 30 June 2019, there #H £2019906 A30H 1E61E
were no transfers between instruments in Level A AR&EEERFBENAR
1 and Level 2, or transfers into or out of Level 3 BEFAENESRTAEMNE
(2018: nil). The movement during the period in the B R A ZE2E 2 fH8 A %
balance of Level 3 fair value measurements is as A REE A E
follows: SER (20184 : £&) - E3[E
MAREBEAEESHNEA
ZEHMT

At 30 June At 31 December

2019 2018

20195 20184

6H30H 12H31H

RMB’000 RMB’ 000

AR¥T T AREFT

At 1 January W1A1H 1,462,772 640,656

Payment for purchase BE 301,969 937,212
Net unrealised gains or losses iR R 4R & Uk 55 #E 72

recognised in profit or loss R B3R I & Bk

during the period B8 F 5 21,496 3,312

Proceeds from sales B &R (221,780) (118,408)
At 30 June/31 December 2019468308,

201812 A31H 1,564,457 1,462,772
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

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

The carrying amounts of the Group’s financial
instruments carried at cost or amortized cost are
not materially different from their fair values as at 31
December 2018 and 30 June 2019.

24 COMMITMENTS

(a) Capital commitments outstanding at 30 June
2019 not provided for in the financial statements
were as follows:

23 EMIBEAAREES

(#&)

fln

(b) RURAARBEFENEREE

REENAREE

72019406 A30R &%2018%F12
AB1H 75 B2 PR 3 55 X
APz e MTAZIREERL
RRBEEYTEEAEE-

24 EiE

(a)

A2019%6 B30 8 it & A 8 1§
WMERPRRPERRIEZEN
T

At 30 June At 31 December

2019 2018
12019%F 20184
6H30H 12H31H
RMB’000 RMB’000
AR¥ T AR TFor
Commitments in respect of purchase T2 :IW¥ - HE
of property, plant and equipment B
— Contracted for — KBS R 1,115 22,580

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

24 COMMITMENTS (CONTINUED) 24 A¥E (E)

(b) At 31 December 2018, the total future minimum
lease payments under non-cancellable
operating leases of properties were payable as

(b) #2018F128318 » RFEF T

BENFREEREEEE &
SEEXVYHARZEEER

follows: b=l (1l N
Properties
LY
RMB’000
AREFT
Within 1 year (inclusive) —FRN(E—F) 40,854

After 1 year but within 3 years —FUE=FR

(inclusive) (B8=%) 24,305
Over 3 years =FNE 4,650
Total A&k 69,809

The Group is the lessee in respect of a number of
properties which were previously classified as operating
leases under HKAS 17. The Group has initially applied
HKFRS 16 using the modified retrospective approach.
Under this approach, the Group adjusted the opening
balances at 1 January 2019 to recognise lease liabilities
relating to these leases (see Note 2). From 1 January
2019 onwards, future lease payments are recognised as
lease liabilities in the statement of financial position in
accordance with the policies set out in Note 2.

REBAEETUERNABA M
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BEERALETRER AV
REBM R EERIF165% 1B
Bz % AEER2019F1 A1
BRI ASRAEREZEM
ERENEEEE (RHE2) -
B2019F1B1 B R KBEE R
SRR I BT 5E2 B 3 BSR 7 B 7S AR
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A

(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

25 OUTSTANDING GUARANTEES 25 EREE
At 30 June At 31 December
2019 2018
20194 R20184F
6H30H 12A31H
RMB’000 RMB’000
AR¥Fr AREFT
Traditional financing guarantees BEHmME ER 8,202,769 9,068,122
Bond guarantees BEHFER 22,389,000 24,355,000
Financing guarantees MARR 30,501,769 33,428,122
Re-guarantee BER (800,000) (800,000)
Subtotal NF 29,791,769 32,623,122
Performance guarantees B H AR 11,162,809 10,980,593
Litigation guarantees FAER 90,311 90,311
Maximum amount guarantee BAERERER 41,044,889 43,694,026
Less: Customer pledged deposits W FARE S (106,168) (122,983)
Net guarantee exposure HIERE R 40,938,721 43,571,043

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

RACE P R B S et

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

26 MATERIAL RELATED PARTY TRANSACTIONS 26 EXBEBAIRS
(a) Transactions with key management personnel (a) HEREBASZENRS

Six months ended 30 June

HZ6H30H L-6fE B i
2019 2018
201945 20184
RMB’000 RMB’000
AR¥ T AREFT
Key management personnel remuneration %2 & 2 A 8 H7 M 29,013 40,582

(b) ERHEAMEBLT 2EANIS

(b) Transactions with other related parties

Six months ended 30 June

HE6H30H 1L6fE A HIMA

2019 2018

20194 20184

RMB’000 RMB’000

AR FT ARETr

Guarantee income ERKA 570 322

Interest income F B U A 3,269 1,906

Acquisition of equity interests in 1 EPNGIE g

subsidiaries 55,000 218,027
Additions of loans and advances BB R R

to customers 7,500 31,000
Repayment of loans and advances W Bl B 5% R A 50

to customers (31,000) (50,000)

Additions of other receivables 8 L FE W R IE 81,130 3,401

Additions of other payables 1 H b fE A 3RIE (8,301) (34,295)

Decrease of other receivables g [B] E b & W5k I8 (5,174) (4,303)

Decrease of other payables R D Bt JE S SR IB 26,615 32,738

Providing guarantee HIMNER 147,500 276,500

Releasing guarantee HHMNER R (133,500) (20,000)

Other revenue E g A 2,106 3,228
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

26 MATERIAL RELATED PARTY TRANSACTIONS

(CONTINUED)

(c) Balances with related parties other than key

management personnel

26 EXBABAIRS (&)

(c) EFREEEREASUIEIHB
FRrENREREERBRN

thEE
At 30 June At 31 December
2019 2018
A20195F 20184
6H30H 12H31H
RMB’000 RMB’000
AR¥FT ARBFor
Assets BE
Cash and cash equivalents(Note 7) BB Ee (HE7) 152,873 153,822
Trade and other receivables JRE 5 K2 L A B MR TR 275,359 199,403
Loans and advances to customers BB KRR 187,500 211,000
Liabilities Bf&
Accruals and other payables FE T K E Ath B < FRIE 10,093 28,407
Off balance sheet FINETE
Outstanding guarantee HIMNER 322,500 308,500

Hanhua Financial Holding Co., Ltd.
BESEROERAA



Notes to the Unaudited Interim Financial Report

REE

B A% R 540 B 8 3 5 B

For the six months ended 30 June 2019 #; £201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (& X & R A Frigsh  WIAARB T TIIR)

27 CONSOLIDATED STRUCTURED ENTITY

The Group has consolidated structured entities which issued
micro loan backed securities and trust plans (“the Product”)
of RMB128.3 million at 30 June 2019 (31 December 2018:
RMB1,042.7 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 RMB862.9 million at 30 June 2019
(31 December 2018: RMB874.2million). 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.

The Group has consolidated structured entities which
issued trust plans of RMB558.3 million (31 December 2018:
RMBS3833.7 million). The Group acquired all the interests of
the subordinated tranches of the trust plans and the Group
provided financial guarantee against the investors that
required the senior tranches.

As at 30 June 2019, the above structured entities
consolidated by the Group amounted to RMB1,527.5 million
(31 December 2018: RMB2,109.6 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.

27 &RLERR

MAREEEHPBHRERBENLEE
tEBARINBEEFREEIFESNE
EErEl ([Edm]) - Z E m2019406
H30RZEHTHIERARK12838 8
7T (2018512 A31H : A R #1,042.7
BEL) BOHRARBRESE K
SETEREZERDERAIG -
RRERBMEELIERFISMHIREE
fRe

MARNEBEHY B HREREENE
BELITRAERINABLE -HE
2019406 AS0H B HEMA BEKE
1A N RE862.98 & 7t (2018412
A318: ARMB742BE L) - AN &
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Hu#p®H WaEMEREHEZEE
BmEMNTE bR BAEEM
ERETERRNERETEEARE
B HEIR

AEEBE 5] R KR2019906 A30
BT ARBS58.3H & 7T (20184
12A318 : AR#333.78 8 L) 55
SFEMABEEE - AEENEFET
FTEIRARB OB 2 E R HE LR
HomwEERETEER-

MN20195F06 A31H - MAKREE S P
MR REBENEBLEEBREAA

R #1,527.55 & T (2018412 A 31
H: AR¥2109.6BET) °
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Notes to the Unaudited Interim Financial Report

REEZ A B R EMEE

For the six months ended 30 June 2019 #; 2201946 A30H 1L61E A
(Expressed in RMB’000 unless otherwise indicated) (kX & R2H Frigsh - B AARE T ILIR)

28 COMPARATIVE FIGURES 28 LR EE
The Group has initially applied HKFRS 16 at 1 January REBER2019F1 A1 B ERKAEE
2019 using the modified retrospective method. Under this MR FE165:  IRBATIEER
approach, comparative information is not restated. Further WET A REMLEREE - BREEET
details of the changes in accounting policies are disclosed in BURE B R — P B 25 5 o
Note 2.
Certain comparative figures have been adjusted to conform BTG ARSI R IR H2019% B
to current period’s presentation and to provide comparative EEAALEENER RELRE
amounts in respect of items disclosed for the first time in B E -
2019.

1 60 Hanhua Financial Holding Co., Ltd.
BESEROERAA



L T

T al
A Tt =E
HANHUA FINANCIAL HOLDING

EH - B8 - £=%



	封面
	目錄
	基本資料
	財務概要
	管理層討論與分析
	業務及財務回顧
	前景展望
	其他資料
	獨立審閱報告
	未經審核的合併損益表
	未經審核的合併損益及其他綜合收益表
	未經審核的合併財務狀況表
	未經審核的合併股東權益變動表
	未經審核的簡明合併現金流動表
	未經審核中期財務報告附註
	封底



