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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.

»oo« »oow
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For the six months period ended 30 June

BZ6A30HIEAEAMAE
2020 2019
2020% 2019%F

% of % of

operating operating

Amount income Amount income

(Expressed in RMB million, unless otherwise stated) HEERA EERA
(BEEFBEMN UARBBEETIIR) 28 % 3 %

Operating results FE-F4

Net guarantee and consulting fee income ERREEHABFRA 267.3 45.0 324.3 52.6
Net interest and handling fee income FERFEBFRA 241.8 40.6 259.5 421
Net fee and interest income FFEERFEWA 509.1 85.6 583.8 94.7
Net trading gains R 5 EWE 10.1 1.7 19.1 3.1
Other operating income, net Hi&EFUA 75.3 12.7 13.6 2.2
Operating income EEKRA 594.5 100.0 616.5 100.0
Reversal for guarantee losses BOEREEERS 1.2 0.2 1.3 0.2
Impairment losses EERMEBERXE (93.3) (15.8) (59.0) (9.5)
- Receivables for default payments —ERRER (58.2) (9.8) 2.4 0.4
~ Micro and small loan business - HEEER 24.6 4.1 (54.6) (8.9)
- Entrusted loans -ZFER (31.3) (5.3) (11.4) (1.8)
- Receivables for factoring business —EWIRE R (12.0) (2.0) 8.6 1.4
- Finance lease receivables ~-EUBERER (16.4) (2.8) 4.0) (0.6)
Operating expenses EES (326.1) (54.8) (379.8) (61.6)
- Operation and administrative expenses - XBREEE (319.9) (53.8) (372.4) (60.4)
- Tax and surcharges —#& &M (6.2) (1.0) (7.4) 1.2)
Other net losses HitBR%EE (13.5) (2.2) (7.8) (1.9)
Share of profits of associates BELERENE 38.8 6.5 22.4 3.6
Share of losses of joint venture AEGERERK - - 4.3) 0.7)
Profit before taxation BLRT M B 201.6 33.9 189.3 30.7
Income tax FriSH & A (57.3) (9.6) (58.5) (9.5)
Net profit b ilpd 144.3 24.3 130.8 21.2
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Financial Highlights
M E

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 several years, the strategy was continuously
strengthened in 2020, 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 business segment and
other segment.

Partnership finance business segment:

Partnership finance business segment mainly engages in the
provision of integrated financing services for small and medium
sized-enterprises (“SMEs”) 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, entrusted loans),
financial assets management and other services.

Micro and small loan business segment:

Micro and small loan business segment consists of eight small
loan companies in Chongging, Chengdu, Tianjin, Shenyang,
Nanning, Guiyang, Nanjing 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 business 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.

Hanhua Financial Holding Co., Ltd.
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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 2020 (the “first half of
2020"), the Group has generated a net profit of RMB144.3 million,
representing an increase of RMB13.5 million or 10.3%, compared
to the net profit of RMB130.8 million for the six months period
ended 30 June 2019 (the “first half of 2019”, or “same period
of 2019"). The related analysis is as follows:

e The commercial bank initiated by the Company
developed rapidly and further contributed to the profit
of the Group; further consolidated the micro and small
loan business segment and disposed of its subsidiary
micro and small loan company.

The Company and other six domestic institutions jointly
established Chongging Fumin Bank Co., Ltd. (“Fumin
Bank”) in 2016. The Company invested RMB900.0 million
in Fumin Bank for a 30% share of its registered capital and
became its largest shareholder. In accordance with the
requirements of accounting standards, this investment is
accounted for using the equity method by the Company.

Fumin Bank adhered to its position in the inclusive financial
market and focused on the digital development. With
products as its mean and business as its bridge, the Bank
actively initiated digital financial service business and
service innovation. By adhering to explore differentiated and
specific development path, the Bank achieved better results
and social benefits. The assets and liabilities maintained a
balanced growth trend in the past several years. As at 30
June 2020, Fumin Bank had a total asset of RMB50,203.6
million (31 December 2019: RMB45,152.4 million) and a
total liability of RMB46,733.5 million (31 December 2019:
RMB41,854.9 million). Meanwhile, its profitability has
improved continuously. In the first half of 2020, Fumin Bank
achieved a net profit of RMB168.7 million, accordingly, the
Group recorded a related gain of RMB50.6 million in “share
of profits of associates” in the first half of 2020.
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Financial Highlights
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In order to further consolidate the micro and small loan
business segment, the Group disposed of its 100% equity
interests in Heilongjiang Hanhua Internet Small Loan Co.,
Ltd. (“Heilongjiang Small Loan”) to external independent
third parties at a cash consideration of RMB358.8 million
in April 2020, and recorded an investment income of
approximately RMB58.8 million in “other operating
income, net”. Prior to the transfer, the lending business
of Heilongjiang Small Loan has been fully undertaken by
other qualified small loan companies of the Group, and the
development of the Group’s small loan business would not
be affected by the disposal.

Due to the impact of the “COVID-19 epidemic”, the
scale and income of traditional credit guarantee
business declined; but the electronic bid guarantee
business grew rapidly which took the lead in the
industry and expected to become the new profit growth
point for the Group’s guarantee business.

Due to the impact of the “COVID-19 epidemic”, the business
was basically suspended in February and March 2020,
and the transaction amounts of various businesses were
basically negligible. With the gradual relief of the “COVID-19
epidemic” and the gradual resumption of operation in various
industries, the traditional financing guarantee business and
project performance guarantee business resumed operation
gradually in late April and early May. Meanwhile, in the
first half of 2020, the Group did not have any new bond
guarantee business. As a result of the combined impact,
in the first half of 2020, the net guarantee and consulting
fee income generated by the credit guarantee business of
the partnership finance business segment was RMB267.3
million, representing a decrease of RMB57.0 million or 17.6%
as compared with RMB324.3 million in the first half of 2019.

Hanhua Financial Holding Co., Ltd.
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In order to effectively reduce the transaction costs of
market entities, reduce the burden of small and medium
enterprises, simplify the transaction process, improve the
transaction efficiency and improve the service function of the
electronic bidding and procurement platform, the Group took
a forward-looking approach and developed the electronic
guarantee platform for bidding and procurement at the
end of 2018. Since the issuance of the first electronic bid
guarantee at the Dazhou Public Resources Trading Centre,
Sichuan Province in December 2018, the electronic bid
guarantee has been officially put into operation in more than
80 urban public resources trading centres in 17 provinces
across the country, including Sichuan, Shandong, Zhejiang,
Jiangsu, Anhui, Guangdong, Hunan and Shaanxi, ranking
first in the industry in terms of market share. Despite the
impact of the “COVID-19 epidemic”, the transaction amount
of electronic bid guarantee business in the first half of 2020
managed to exceed RMB2.00 billion, which showed a rapid
growth trend and expected to become a new profit growth
point for the Group’s guarantee business.

For the detailed information on various types of guarantee
business products in the partnership finance business
segment, please refer to the section pages 21 to 31 headed
“Management Discussion and Analysis” in this report.

Strengthened liquidity management, enhanced capital
usage efficiency. Meanwhile, credit consulting service
income relating to credit service output capability
was in the growth trend in the micro and small loan
business segment, and became a new source of
business revenue.

In the first half of 2020, the Group took “liquidity safety”
as the first premise of capital management and business
allocation to cope with the complicated external operating
environment. Since January 2020, the Company has
taken the initiative to downsize the scale of various capital
businesses and actively accumulated capital from business
repayments for the raising of funds to repay the corporate
bonds of RMB1,427.2 million due in June 2020. Accordingly,
the net interest and handling fee income from capital
business initiated with the Groups’s own working capital
(including registered capital and external financing funds)
declined to RMB160.3 million, representing a decrease of
RMB34.8 million or 17.8% as compared with RMB195.1
million in the corresponding period of 2019.
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Financial Highlights
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Meanwhile, in the first half of 2020, the Group adopted
various measures to strengthen liability and asset
management to maintain a high level of cash reserve. As at
30 June 2020, the balance of cash and cash equivalents
held by the Group amounted to RMB1,232.8 million (31
December 2019: RMB1,636.1 million).

Since 2018, by taking advantage of 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 various
financial institutions such as external banks and trusts,
including assistance in obtaining clients, standardized risk
assessment services and post-loan management service,
etc.. Certain service fee would be charged based on
services provided. In the first half of 2020, the net interest
and handling fee income of credit consulting business was
RMB81.5 million, representing an increase of RMB17.1
million or 26.6% as compared with RMB64.4 million in the
first half of 2019. This was mainly due to the increase in
assets under management of credit consulting business.
In the first half of 2020, the monthly average loan balance
of credit consulting business in the micro and small loan
business segment was RMB3,748.0 million, representing an
increase of RMB1,059.5 million or 39.4% as compared with
RMB2,688.5 million in the first half of 2019.

For more information on the operating conditions of capital
business of the Group, please refer to pages 32 to 35 of
capital business of the partnership finance business segment
and pages 35 to 51 of the micro and small loan business
segment under the section headed “Management Discussion
and Analysis” in this report.

Hanhua Financial Holding Co., Ltd.
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Due to the impact of “COVID-19 epidemic”, short-
term liquidity risk of certain customers were exposed.
The Company adopted a prudent valuation system
and increased the provision of impairment losses for
various assets.

Since the outbreak of “COVID-19 epidemic”, the Group has
increased the use of financial technology internally since
the beginning of February, organized business teams and
risk management teams to conduct comprehensive risk
investigation on all stock businesses and properly collected,
organized and analyzed customer information. The Group
focused on customers in industries and regions severely
affected by the “COVID-19 epidemic”, comprehensively
sorted out and dynamically evaluated the impact of the
epidemic on the existing businesses, including the health of
core management team members and their family members,
corporate production and operation, supply and sales of raw
materials, repayment and potential risk factors. Externally,
the Group communicated with all partners (funding provider)
to jointly assess the operating status of customers, and
provided a variety of risk mitigation measures in a targeted
manner, including adjustment in repayment plans, loan
extension, interest payment extension and partial interest
reduction, so as to prevent the continuous deterioration of
credit asset quality. Meanwhile, the Group strengthened
liquidity management and continued to adhere to the “rigid
payment” to safeguard the interests of all partners. In
response to the temporary and emergency needs of certain
customers, the Group properly increased credit risk exposure
and adopted the “guarantee fees and interests reduction”
method in fully assisting the micro, small and medium
enterprises to fully resume work and production.
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With the “COVID-19 epidemic” gradually under control,
all industries gradually resumed work and production.
Meanwhile, governments at all levels introduced various
incentives and preferential measures for micro, small and
medium enterprises. The gradual improvement in economic
situation would assist micro, small and medium enterprises
to recover quickly. After the Group’s comprehensive
streamlining of existing businesses, the short-term liquidity
crisis of existing customers was passed smoothly, and the
quality of various assets was stabilised.

The Group assessed the potential future recoverability,
recovery amount and recovery time of receivables for
default payments and overdue capital business on an
item-by-item basis, mainly based on the collaterals and
counter-guarantee provided by clients, compared the present
value of potentially recoverable amount and carrying value
and recognised the difference as impairment losses for
the period. As most of the Group’s collaterals are assets
related to commercial real estate and land and the relatively
stable prices in such assets in recent years and the Group’s
expectation of quick disposal of such assets in the future by
way of discount to recover cash quickly, despite that most
of the assets are covered by sufficient collaterals, the Group
made provision for impairment losses of RMB117.9 million
for various existing assets (including receivables for default
payments, entrusted loans, receivables for factoring business
and finance lease receivables) in the first half of 2020.

For more information on the risk management and assets
quality indicators of the credit guarantee business in the
partnership finance business segment of the Group, please
refer to the section pages 28 to 31 headed “Management
Discussion and Analysis” in this report.
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The quality of assets in the micro and small loan
business segment continued to be improved. Balance
of impaired loans decreased while both the provision
rate and provision coverage rate increased, indicating
a further enhancement of anti-risk capability.

After the outbreak of “COVID-19 epidemic”, the policy
guidance issued by the governments vigorously encouraged
financial institutions to provide precision financial services
to enterprises related to prevention and control of epidemic
or micro and small enterprises affected by the epidemic.
As a privately-owned inclusive financial group that insists
on taking root in the real economy and serving micro and
small enterprises, the Group’s customers are mainly micro
and small enterprises and individual business proprietors,
which are engaged in industries such as “agriculture, rural
areas and farmers” and fast-moving consumer goods. Those
industries are not only the key industries for the guarantee
of daily suppliers during the epidemic, but are also the key
support objects of national policies due to the distributors
and shops in their supply chains are catering for the basic
needs of the people as well as those industries are playing
an important role in “maintaining supply and stabilising
prices” for people’s necessities. In this regard, the Group on
one hand has introduced a series of emergency measures
for enterprises related to prevention and control of epidemic
or micro and small enterprises affected by the epidemic,
including adjustment of repayment plan, loan extension,
interest payment extension and partial interest reduction,
etc.; the Group on the other hand actively cooperated with all
cooperative institutions to jointly launch special anti-epidemic
supporting products for micro and small enterprises, and
assisted micro and small enterprises with development
potential to actively resume work and production so as to
ride through the tough period.

Financial Highlights
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Financial Highlights
M E

The micro and small loan business segment is divided into
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 collaterals of “Jiaye
Loan” product are the properties held by the borrowers,
which increased the proportion of pledged housing in the
asset portfolio, thereby enhancing asset quality. As at
30 June 2020, the balance of the “Jiaye Loan” business
accounted for 80.3% of the asset balance of credit lending
services, representing an increase of 4.1 percentage points
from 76.2% as at 31 December 2019.

In the first half of 2020, the Group’s micro and small
business segment made reversal for impairment losses of
RMB24.6 million, representing a decrease of RMB79.2 million
or 145.1% as compared with the provision for impairment
losses of RMB54.6 million in the first half of 2019. In the first
half of 2020, the amount of impairment losses charged to
the current statement of profit or loss was reversed, which is
mainly due to the decrease of RMB1,127.5 million in balance
of credit lending business and the significant decrease in the
balance of provision for impairment losses for the current
loan asset portfolio according to the portfolio standard as a
result of the increasing proportion of the balance of “Jiaye
Loan” business to asset balance of credit lending business.

Provision rate indicates the Group’s level of reserve for
the micro and small credit business. As at 30 June 2020,
the balance of provision for impairment losses for micro
and small loan business segment was RMB140.0 million
(31 December 2019: RMB190.8 million), and the provision
rate and provision coverage ratio were 5.4% and 255.0%,
respectively (31 December 2019: provision rate: 5.2%;
provision coverage ratio: 241.8%). The risk resistance was
further enhanced.

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 48 to 50 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.

In the first half of 2020, the Group reported operating
expenses of RMB326.1 million, representing a decrease of
RMB53.7 million or 14.1% as compared with RMB379.8
million in the corresponding period of 2019. The decrease
was mainly due to: (a) the continuous enhancement of
human resources management by the Group and the
continuous improvement of operational efficiency through
“process reconstruction and performance adjustment”,
resulting in the continuous decrease in the number of
employees. As at 30 June 2020, the total number of
employees of the Group was 1,492, representing a
distinct decrease as compared with the total number of
employees of 1,607 as at 31 December 2019; (b) the Group
commenced to purchase commercial properties as offices to
gradually phase out the original leasing of offices in certain
cities with business since 2017. The operating expenses
relating to office leasing were declining following more
commercial properties were purchased and put into use; (c)
after the “COVID-19 epidemic”, governments at all levels
have introduced specific relief and preferential measures
such as reduction to exemption in various employee social
insurance expenses borne by the companies; (d) the Group
continued to adopt cost optimization management measures
and actively reduced various non-essential expenses. As
the result of the combined impact above, the operation and
administrative expenses showed a decline trend.
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Management Discussion and Analysis

BEER WD

BUSINESS AND FINANCIAL REVIEW SR B % O R

PARTNERSHIP FINANCE BUSINESS SEGMENT BETHEBERI I

Partnership finance business segment mainly engages in the BHIHMEBEEDBUREBRMREH
provision of integrated financing services for SME clients covered MEERG TEMABERRNREERR
by the national operating network of the Group, which primarily REGEUEESRREHEATR 284
include credit guarantee, capital business (capital business ERER EoXB (EoXBEERERE
mainly includes receivables for factoring business, bill discount, WERFIRIE - RRAR - ZEER) &/
entrusted loans), financial assets management and other services. BEETE URHEMRE-

Ti‘%ﬁﬁ‘]#ﬁﬁﬁ—\ BHMAEEEHERER
SBEOMOBEREEER:

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

For the six months period

16

ended 30 June Change
HZ6A30A LA EALA 29

(Expressed in RMB million, unless otherwise stated) 2020 2019 Amount  Percentage %
(BREEHBN AAREBETLIIT) 2020 2019 28 A5 %
Operating results RExE

Net guarantee and consulting fee income ERREBEFHA 267.3 324.3 (57.0) (17.6)
Net interest and handling fee income FIERFEEZFWA 108.7 117.2 (8.5) (7.3)
Net fee and interest income FFHERFERA 376.0 4415 (65.5) (14.8)
Net trading gains R 5FWE 47.1 26.0 21.1 81.2
Other operating income, net Hi&@EFUA 39.9 25 37.4 1,496.0
Operating income EERA 463.0 470.0 (7.0) (1.5)
Reversal for guarantee losses BOEREEEES 1.2 1.3 (0.1) (7.7)
Impairment losses BEREERRX (77.0) 9.5 86.5 910.5
- Receivables for default payments - ER (58.2) 2.4 60.6 2,525.0
- Entrusted loans -ZFER (6.8) (1.5) 5.3 353.3
- Receivables for factoring business —EMARIE R (12.0) 8.6 20.6 239.5
Operating expenses EET M (136.0) (164.5) (28.5) (17.3)
- Operation and administrative expenses - ¥BLERE (132.1) (159.9) (27.8) (17.4)
- Tax and surcharges —BeRkMm (3.9) (4.6) 0.7) (15.2)
Share of profits of associates BEMERENE 0.9 6.2 (5.3) (85.5)
Share of losses of a joint venture AELERERX - (4.3) (4.3) (100.0)
Profit before taxation BAIFE 252.1 318.2 (66.1) (20.8)

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

In the first half of 2020, profit before taxation of the partnership
finance business segment was RMB252.1 million, representing
a decrease of RMB66.1 million or 20.8% as compared with
RMB318.2 million for the same period of 2019, of which:

e Due to the impact of the “COVID-19 epidemic”, the
scale and income of traditional credit guarantee
business continued to decline; but the electronic bid
guarantee business continued to grow which took
the lead in the industry and expected to become the
new profit growth point for the Group’s guarantee
business.

Due to the impact of the “COVID-19 epidemic”, the business
was basically suspended in February and March 2020,
and the transaction amounts of various businesses were
basically negligible. With the gradual relief of the “COVID-19
epidemic” and the gradual resumption of operation in
various industries, the traditional financing guarantee
business and project performance guarantee business
resumed operation gradually in late April and early May.
Meanwhile, in the first half of 2020, the Group did not
have any new bond guarantee business. As a result of the
combined impact, in the first half of 2020, the net guarantee
and consulting fee income generated by the credit
guarantee business of the partnership finance business
segment was RMB267.3 million, representing a decrease
of RMB57.0 million or 17.6% as compared with RMB324.3
million in the first half of 2019.

In order to effectively reduce the transaction costs of market
entities, reduce the burden of small and medium enterprises,
simplify the transaction process, improve the transaction
efficiency and improve the service function of the electronic
bidding and procurement platform, the Group took a
forward-looking approach and developed the electronic
guarantee platform for bidding and procurement at the
end of 2018. Since the issuance of the first electronic bid
guarantee at the Dazhou Public Resources Trading Centre,
Sichuan Province in December 2018, the electronic bid
guarantee has been officially put into operation in more than
80 urban public resources trading centres in 17 provinces
across the country, including Sichuan, Shandong, Zhejiang,
Jiangsu, Anhui, Guangdong, Hunan and Shaanxi, ranking
first in the industry in terms of market share. Despite the
impact of the “COVID-19 epidemic”, the transaction amount
of electronic bid guarantee business in the first half of 2020
managed to exceed RMB2.00 billion, which showed a rapid
growth trend and expected to become a new profit growth
point for the Group’s guarantee business.
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For the detailed information on various types of guarantee
business products, please refer to the section pages 21 to
31 headed “Management Discussion and Analysis” in this
report.

Income generated from various capital businesses
remained relatively stable. Furthermore, the Group
actively adjusted the capital business structure. The
gains generated from capital gradually diversified
and increased in addition to the traditional interest
income, such as net trading gains arising from asset
restructuring and merger and acquisition.

The Group continued to strengthen liquidity management
and maintained a high level of cash reserve to cope with the
complicated external operating environment. Meanwhile, the
Group reasonably adjusted the structure of various capital
businesses to improve the efficiency of capital utilization.
In the first half of 2020, the net interest and handling fee
income generated from the partnership finance business
segment was RMB108.7 million, which remained relatively
stable as compared to the net interest and handling fee
income of RMB117.2 million for the same period in 2019.

At the same time, the Group made full use of its abundant
financial license resources and organized professional
teams, in particular the financial asset management business
team of Liaoning Fu’an Financial Asset Management Co.,
Ltd., to actively participated in the resource integration,
reorganization, mergers and acquisitions and other
businesses of certain customers, so as to provide customers
with comprehensive financial service solutions. Regarding
such business, the Group provided capitals with different
amounts according to the needs of the project, and received
revenues merely covering the capital cost during the use of
capitals. Most of the revenue was represented by investment
income upon conclusion of project. In the first half of 2020,
the partnership finance business segment generated a net
trading gains of RMB47.1 million (first half of 2019: RMB26.0
million) from such business.

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

Due to the impact of “COVID-19 epidemic”, short-
term liquidity risk of certain customers were exposed.
The Company adopted a prudent valuation system
and increased the provision of impairment losses for
various assets.

Since the outbreak of “COVID-19 epidemic”, the Group has
increased the use of financial technology internally since
the beginning of February, organized business teams and
risk management teams to conduct comprehensive risk
investigation on all stock businesses and properly collected,
organized and analyzed customer information. The Group
focused on customers in industries and regions severely
affected by the “COVID-19 epidemic”, comprehensively
sorted out and dynamically evaluated the impact of the
epidemic on the existing businesses, including the health of
core management team members and their family members,
corporate production and operation, supply and sales of raw
materials, repayment and potential risk factors. Externally,
the Group communicated with all partners (funding provider)
to jointly assess the operating status of customers, and
provided a variety of risk mitigation measures in a targeted
manner, including adjustment in repayment plans, loan
extension, interest payment extension and partial interest
reduction, so as to prevent the continuous deterioration of
credit asset quality. Meanwhile, the Group strengthened
liquidity management and continued to adhere to the “rigid
payment” to safeguard the interests of all partners. In
response to the temporary and emergency needs of certain
customers, the Group properly increased credit risk exposure
and adopted the “guarantee fees and interests reduction”
method in fully assisting the micro, small and medium
enterprises to fully resume work and production.

With the “COVID-19 epidemic” gradually under control,
all industries gradually resumed work and production.
Meanwhile, governments at all levels introduced various
incentives and preferential measures for micro, small and
medium enterprises. The gradual improvement in economic
situation would assist micro, small and medium enterprises
to recover quickly. After the Group’s comprehensive
streamlining of existing businesses, the short-term liquidity
crisis of existing customers was passed smoothly, and the
quality of various assets was stabilised.
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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 most of the Group’s collaterals are
assets related to commercial real estate and land and the
relatively stable prices in such assets in recent years and the
Group’s expectation of quick disposal of such assets in the
future by way of discount to recover cash quickly, despite
that most of receivables for default payments are covered
by sufficient collaterals with no substantive risk, the Group
made provision for impairment losses of RMB58.2 million for
existing receivables for default payments in the first half of
2020. In addition, the Group made provision for impairment
losses totaling RMB18.8 million for overdue entrusted loans
and receivables for factoring business.

The refined cost management system was gradually
formed, various non-essential expenses continued to
be condensed, operation and administrative expenses
continued to decline.

In the first half of 2020, the total amount of operation and
administrative expenses generated by the partnership finance
business segment was RMB132.1 million, representing a
decrease of RMB27.8 million or 17.4% as compared with
RMB159.9 million for the same period of 2019.

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. After the “COVID-19 epidemic”,
governments at all levels have introduced specific relief
and preferential measures such as reduction to exemption
in various employee social insurance expenses borne by
the companies. Meanwhile, the Group continued to adopt
cost optimization management measures and actively
reduced various non-essential expenses. As the result of the
combined impact above, the operation and administrative
expenses declined.

Hanhua Financial Holding Co., Ltd.
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Management Discussion and Analysis
B E B DT

Partnership finance business segment - Credit BUEECRHEEERIT-GEHER-%
guarantee - Business expansion and products KHEERER

The following table sets forth the key performance indicators of TERHEINAMTABPAEER TSR ER
the credit guarantee business of the partnership finance business SHOMEEEAEREBNBRESE

segment of the Group as at the dates indicated: =z

30 June 31 December

2020 2019 Change
20205 2019%F
6A30R 12A31H &
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEHEAMN UARBBEETIIR) k3 53 53 B3 %
Product distribution of outstanding ERBERERIH:
guarantee:
Traditional financing guarantee BHEMEER 8,151.5 7,636.7 514.8 6.7
Bond guarantee BHER 17,779.0 20,249.0 (2,470.0) (12.2)
Subtotal of financing guarantee balance  BEERERE/N:T 25,930.5 27.885.7 (1,955.2) (7.0)
Re-guarantee BERDH - (400.0) (400.0) (100.0)
Outstanding traditional financing guarantee ~ E 4 g & (R 8,151.5 7,636.7 514.8 6.7
balance TERBE
Outstanding bond guarantee balance BHERERBE 17,779.0 19,849.0 (2,070.0) (10.4)
Outstanding financing guarantee balance B EEREREE 25,930.5 27,485.7 (1,555.2) (5.7)
Non-financing guarantee FREER 10,067.8 10,359.7 (291.9) 2.8)
- Project performance guarantee - TREHOER 10,067.8 10,322.4 (254.6) (2.5)
- Litigation guarantee —FREHER - 37.3 (37.9) (100.0)
Total outstanding guarantee balance ERGBEA 35,998.3 37,845.4 (1,847.1) 4.9)
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Management Discussion and Analysis

BEER 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 2020, the
Group’s outstanding guarantee balance of the credit guarantee
business was RMB35,998.3 million, representing a decrease of
RMB1,847.1 million or 4.9% as compared with RMB37,845.4
million as at 31 December 2019. This was mainly due to the
bond guarantees were gradually due and released in the first
half of 2020, resulting in the decrease of RMB2,470.0 million in
outstanding guarantee balance and the increase of RMB514.8
million in outstanding balance in traditional financing guarantee
business.

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 construction pledge and
performance guarantee and project bid guarantee for construction
engineering enterprises.
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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 2020, total guarantee and consulting fee
income of the traditional financing guarantee business was
RMB146.2 million, representing a decrease of RMB24.8
million or 14.5% as compared with RMB171.0 million for the
same period of 2019.

Due to the impact of the “COVID-19 epidemic”, the business
was basically suspended in February and March 2020
with less transaction amounts. With the gradual relief of
the “COVID-19 epidemic” and the gradual resumption of
operation in various industries, the transaction amount of
traditional financing guarantee business resumed gradually
in late April and early May and showed a growth trend. In
the first half of 2020, the transaction amount of traditional
financing guarantee business was RMB4,821.1 million,
representing an increase of RMB856.8 million or 21.6% as
compared with RMB3,964.3 million in the first half of 2019.
As at 30 June 2020, the Group’s outstanding balance of
traditional financing guarantee business was RMB8,151.5
million, representing an increase of RMB514.8 million
or 6.7% as compared with RMB7,636.7 million as at 31
December 2019. Despite the increase in transaction amount
and balance of the traditional financing guarantee business
as compared with same period in 2019, as the guarantee
and consulting fees charged by the Group to customers will
be evenly amortized and measured as revenue throughout
the duration of guarantee contract, a very small portion of
guarantee and consulting fees charged by the new business
in the second quarter of 2020 was recognized as income
in the current period, therefore guarantee and consulting
fee income generated from traditional financing guarantee
business in the first half of 2020 showed a decline trend as
compared with the same period of 2019.
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Since 2015, the Group has gradually been withdrawing from
industries and clients with relatively high credit risks while
actively identifying new customers and constantly expanding
its client base as well as adhereing to the credit logic of
“small amount and diversification”. As at 30 June 2020, the
average balance of individual client for the Group’s traditional
financing guarantee business was RMB5.2 million (31
December 2019: RMB5.1 million).

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 2020, the total guarantee and consulting
fee income of the bond guarantee business was RMB57.6
million, representing a decrease of RMB23.4 million or 28.9%
as compared with RMB81.0 million in the same period of
2019, which was mainly due to certain bonds started to
repay the principal in installments in the third year since
the issuance year to reduce the pressure of the issuer to
repay the principal and the interests upon maturity from
a lump-sum payment. Bond guarantee of RMB2,470.0
million in total was successfully released in the first half
of 2020. Meanwhile, in the first half of 2020, the Group
did not provide any guarantee for new bonds (first half of
2019: RMB549.0 million). As at 30 June 2020, the Group’s
outstanding bond guarantee balance was RMB17,779.0
million (31 December 2019: RMB19,849.0 million).

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

In terms of debt business, the Group requires the business
team and the risk management team to perform regular
postguarantee 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
((EAREEEREBETEIEAEELERNBEL) ) (“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 good
performance, and have been repaying principal and interest
normally since the bond was successfully issued.

As at 30 June 2020, the collateral coverage rate of the bond
guarantee business was 83.2% (31 December 2019: 82.4%).
The bonds guaranteed by the Group were rated high and the
associated risks were relatively low. 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 this report, 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 2019.
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Non-financing 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 business was mainly project performance
guarantee.

In the first half of 2020, total guarantee and consulting fee
income of non-financing guarantee business was RMB74.5
million, representing a decrease of RMB6.0 million or 7.5%
as compared with RMB80.5 million for the same period of
2019.

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 guarantee, performance guarantee and
prepayment guarantee”. Since 2016, the Group has been
intensely expanding its project performance guarantee
business and maintaining rapid growth, which maintained
rapid growth in 2017 and 2018 and developed steadily in
2019. Due to the impact of the “COVID-19 epidemic”, the
business was basically suspended in February and March
2020. With the gradual relief of the “COVID-19 epidemic”
and the gradual resumption of operation in various industries,
the transaction amount of project performance guarantee
business resumed gradually in May which led to a decline
trend in project performance guarantee business. In the first
half of 2020, the transaction amount of project performance
guarantee business was RMB2,638.0 million, representing a
decrease of RMB1,897.7 million or 41.8% as compared with
RMB4,535.7 million in the corresponding period of 2019.

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR

Management Discussion and Analysis
EEE WD T

FRERRESE

REEBRHIEBERZERRS  EIL
REBMBEEERA LAEMEESP
—H(BEZFANEBEETETEE
(flamimea Gz AlRs—7
(AERA)SNETESHE  FRERE
REBEIERIRBAER:

2020F EHF IEMEEREBHER
BEREBHABUWARTEAARKTAS
BET EH20190FRAHZEEBES
B A AR 80.58 8 LML B
ARE6.0BETT  EIR7.5% ©

ERBEEBETIITELERNIIREBAOR
B EBHEK - AEBESRERT
TEMNELZFE AR TNER:
BEE—TELEERMNERE Tk
TERY [ERRE - BORK T8
NERE ] BB EERRRE - 52016
FHB AEEBRNERIEZBHOR
SHERERS - 2017 F120184F ¥ 7517
BEEig R WR2019F BN B E %
RB-BARE [FEEIE]F2 20207
2R BAELREREZMAEE LKA R
EFTREEINBESEFURZIT
ZEZRSET ITRERBHERERSR
EFERSA A FBE S MIE LR EE
TRBLOEREBEZ TS 2020
FLEEF TRBHRREREES
BARE2638.0F8T B2019%F [
B EGBRAEBARKA535.7TES
TR AREEA,897.7TH E L BRI
41.8% °



Management Discussion and Analysis

In order to effectively reduce the transaction costs of
market entities, reduce the burden of small and medium
enterprises, simplify the transaction process, improve the
transaction efficiency and improve the service function of the
electronic bidding and procurement platform, the Group took
a forward-looking approach and developed the electronic
guarantee platform for bidding and procurement at the
end of 2018. Since the issuance of the first electronic bid
guarantee at the Dazhou Public Resources Trading Centre,
Sichuan Province in December 2018, the electronic bid
guarantee has been officially put into operation in more than
80 urban public resources trading centres in 17 provinces
across the country, including Sichuan, Shandong, Zhejiang,
Jiangsu, Anhui, Guangdong, Hunan and Shaanxi, ranking
first in the industry in terms of market share. Despite the
impact of the “COVID-19 epidemic”, the transaction amount
of electronic bid guarantee business in the first half of 2020
still exceeded RMB2.00 billion, which showed a rapid growth
trend.

As at 30 June 2020, the balance of non-financing guarantee
business was RMB10,067.8 million, representing a
decrease of RMB254.6 million or 2.5% as compared with
RMB10,322.4 million as at 31 December 2019. Due to the
small number in single electronic bid guarantee business, as
of 30 June 2020 the average balance of individual client for
the Group’s non-financing guarantee business was RMB5.0
million, which was significantly lower than the average
balance of individual client of RMB10.3 million in such
business as at 31 December 2019.
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Management Discussion and Analysis
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BHrEMEBEFR IS -GFHAER-EA
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Partnership finance business segment - Credit
guarantee - Risk management and asset quality

TRFIINFAIREMAKEERERED

The following table sets forth the key asset quality indicators

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

EHEREELERET:

indicated:
For the six months period For the
ended 30 June Change year 2019
EZ6A300 L AEAKM & 2019F &
2020 2019
20204 2019%F
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage % Amount
(BEREFHMN UAREEERIT) 2# i Ex A7 % B
Default rate RERD 0.9% 0.4% 0.5 ppt - 0.5%
AR
Default payments BHRR 105.8 44.9 60.9 135.6 121.7
Guarantee released ERRER 11,715.7 11,7915 (75.8) 06  25162.3
Loss ratio @ BEEO 0.5% - 0.5 ppt - -
‘ B
Provision/(reversal) for imparment  FEYR B EHHE/ 58.2 (2.4) 60.6 2,525.0 (3.5)
losses of receivables for default (ZE)MEE
payments VRIEREES
Guarantee released BRBRER 11,715.7 11,791.5 (75.8) (0.6) 25,162.3
Recovery rate © g Uy b & E 57.7% 30.7% 27.0 ppt - 106.5%
AR
Recovered amount EIEV& ¥ 61.0 13.8 47.2 342.0 129.6
Default payments EROINE S 105.8 44.9 60.9 135.6 121.7
30 June 31 December
2020 2019 Change
2020 20194
6A30A 124318 &
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEHAMN UARBBEELIIR) 2H 3 E ARt
Provision rate BERY 1.0% 1.0% - -
Balance of provisions for EREEERSHE 369.9 371.1 (1.2) (0.3)
guarantee losses
Outstanding guarantee balance TEREB R 35,998.3 37,845.4 (1,847.1) 4.9)

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR



Management Discussion and Analysis

Notes:

—

) Default payments made on behalf of defaulting clients divided by
guarantee released.

(2)  Provision of impairment losses of receivables for default payments
divided by guarantee released.

(3) Recovered amount divided by default payments made on behalf of
defaulting clients.

(4) Balance of 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.

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 bottomline thinking; and optimize models and carry
out transformation and upgrading” in 2016, and further adhered
to the risk management logic of “safety first, customer base
upgrade, comprehensive income and compliant credit extension”
in 2020.

° 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 2020, the collateral coverage
of traditional financing guarantee business was 66.9% (31
December 2019: 56.0%). 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.
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Management Discussion and Analysis

BEER WD

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.

e 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.

e  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 2020, the total default payments of the Group’s
credit guarantee business on behalf of defaulting customers
amounted to RMB105.8 million, representing an increase of
RMB60.9 million or 135.6% as compared with RMB44.9 million in
the same period of 2019. In the first half of 2020, the default rate
of the Group’s credit guarantee business (default rate = current
default payment amount/current guarantee amount released)
was 0.9%, representing an increase of 0.5 percentage points as
compared with 0.4% in the same period of 2019. The increase
in default payments and default rate in the first half of 2020 was
mainly due to the impact of the “COVID-19 epidemic” which led
to “the sudden suspension of economy, suspension of business
and total suspension of work”, resulting in defaults of certain
customers due to tightened liquidity in the short term.

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR

e EHLIB EAEEAGA THENK
HOBBEFRN M ABRENEMEE
RAORER AEARERREL X
EFENLEBEREBRITENLARER
DEMEETOITER BT [BH
TRt HERESR BAME] ZKF
BEREBIT M-

e HAWBE EEMTEBHRBHESEX
GHERREERNER L b RER
EAREEREERA BERER SRR
mHHE-RAR FMABHFERES
SENHEERESETENERT
B BBRATEFPREHMEE SBRGR
RITER BREGWSENERIEN -

e RERE:UIEREE]/HE &
FEO AT TR ERE £ EHEM
I EH AL B IRAZIRR © B [RAS - hnoR
BRIERIEMREZER  BR[EA
B EBR TREERENMBWRIN
E2REEE  BERERR-

2020F L F - ALEEREREBKAE
HNEPINMREFBEEEAEARK105.8
BET H2019FRABERERBEBARE
44 9\ BT - HINARG0.98 E T

H#18135.6% ° 20204 L F  KEEHEA
BREGREX (REX=-EHRELE
EHAGERSE) 50.9% 220195 [
BHASBEEARREBRER04%MEL -

FFHOSEE DS - 2020F L FRESE
MREZNEA BRI (HEEE]®
g [RERE BESFE 2EEI]EI
DEFEHARBUEBENMESEY-



Management Discussion and Analysis

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 collaterals and 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 most of the Group’s collaterals are assets related
to commercial real estate and land and the relatively stable prices
in such assets in recent years and the Group’s expectation of
quick disposal of such assets in the future by way of discount
to recover cash quickly, despite that most of receivables for
default payments are covered by sufficient collaterals, the Group
made provision for impairment losses of RMB58.2 million for
existing receivables for default payments in the first half of 2020.
As at 30 June 2020, 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 44.2%, which represented an
increase as compared with 38.5% as at 31 December 2019 and
enhancement in risk resistance.

For defaulting customers, the Group continued to strengthen the
management on collateral, and disposal of non-performing assets
in order to quickly recover funds. In the first half of 2020, the
Group recovered a total of RMB61.0 million of default payments
from defaulting customers in the previous years, representing
an increase of RMB47.2 million or 342.0% as compared with
RMB13.8 million in the same period of 2019. Meanwhile, the
recovery ratio (recovery ratio = current recovery amount/current
default payments amount) for the first half of 2020 was 57.7%,
representing an increase of 27.0 percentage points as compared
with 30.7% for the same period of 2019.

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 2020, the provision
rate for credit guarantee business was 1.0% (31 December 2019:
1.0%). The provision rate remained relatively stable.
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Management Discussion and Analysis
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Partnership finance business segment - Capital BHELRMERER I -BEEK %
business - Business expansion and product KHEERER

The following table sets forth the key performance indicators of TERHEINAMTAPAEER TS RER
the capital business in the partnership finance business segment SHOSHESCEBNBREBIEE:

of the Group as at the dates indicated:

30 June 31 December

2020 2019 Change
2020 2019F
6A30H 124318 29

(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(REEHEAMN UARBBEETIIR) 3. 2H 2 B3 %
Entrusted loans ZEH 395.3 4835 (88.2) (18.2)
Receivables for factoring business JE M IRIZ SN 1,371.5 1,706.5 (335.0) (19.6)
Balance of capital business ESERRE 1,766.8 2,190.0 (423.2) (19.3)
Balance of provision for impairment losses & E R EEE#H T 81.6 96.0 (14.4) (15.0)
Provision rate (! BEx 4.6% 4.4% 0.2 ppt -

ER
Provision coverage rate ? BEBEEXRO 228.6% 234.1% (5.5 ppt -

BN
Balance of overdue capital business BRPEcEBHE 161.0 157.5 35 2.2
Proportion of the balance of overdue BB EBHREHLY 9.1% 7.2% 1.9 ppt -

capital business © BRE
Balance of impaired capital business EREESEBHE 35.7 41.0 (5.3) (12.9)
Proportion of the balance EREESEBHREGLY 2.0% 1.9% 0.1 ppt -

of impaired capital business B
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Management Discussion and Analysis

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 entrusted loans, receivables for factoring business and
finance lease, and credit lending 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 entrusted loans, receivables for factoring business and
finance lease, and credit lending business in the micro and small
loan business segment.
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BEER WD

The partnership finance business segment satisfied customers’
demand for funding of different maturities and costs through
entrusted loans and receivables for factoring. 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, bondbased 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. 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 2020, the balance
of the capital business of the partnership finance business
segment was RMB1,766.8 million, representing a decrease of
RMB4283.2 million or 19.3% as compared with RMB2,190.0
million as at 31 December 2019.

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. As at 30
June 2020, the balance for factoring receivables amounted to
RMB1,371.5 million, representing a decrease of RMB335.0
million or 19.6% as compared with RMB1,706.5 million as at 31
December 2019. The average duration of this type of business
was 11 months, and 98.8% of the business will be due within one
year.
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Management Discussion and Analysis

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 2020, the balance of overdue capital business of
the partnership finance business segment was RMB161.0 million,
representing an increase of RMB3.5 million or 2.2% as compared
with RMB157.5 million as at 31 December 2019. The increase
in the balance and proportion of overdue capital business was
mainly due to the short-term pressure on liquidity of some
customers and the delay in payment caused by the “COVID-19
epidemic”. As at 30 June 2020, the balance of impaired capital
business of the partnership finance business segment was
RMB35.7 million, representing a decrease of RMB5.3 million or
12.9% as compared with RMB41.0 million as at 31 December
2019.

MICRO AND SMALL LOAN BUSINESS SEGMENT

Micro and small loan business segment, which consists of eight
small loan companies in Chongging, Chengdu, Tianjin, Shenyang,
Nanning, Guiyang, Nanjing 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 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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BEER WD

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:

It 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.

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR

IRIEE R D AR E Bﬁyiﬁlﬁi ANC eI
MEE  IRIBASENTES  WES IR

Y ES B BURATT RS H ﬁ*ﬁ?ﬂﬁﬁ (A8
EERBENEERS M ATISHRE R
ERFESENERRSE ] MAEBKRN -
MAEBEXZK T BENMIEP M5
ZEREES BB TRRREE TH
WaRRE | WEKHES BREBEBNE
BALIHE WRTT T H/NHEP MR R
I

FERK:

IETE‘E\EE&%&ETQE’JJ BERRABTE
BYNEEELES (BREEMELRS
&9\\ﬁﬁmﬂﬁ§i)lﬂ IMREPEBER  H
EFPZH BERALT AREL. f%fé:a@
5 T1F DA R B2 b0 4R R B9 W AR L T el AN
SEBTTERMAE-

= AR :

TERMNBARELE N TR ARG EEE
RO BENTES  RINBEERTT
1%%%%@@*%%&&15%@%7% B
BEREP B R E(CE R GRYE &
1%%’;&)]%@)%%&% N EF R BB
SRR A8 S E/NMIEPNEEM
R\ A RE S - /MR P RR B A

WETHEIRESERESRBFAIRE



Management Discussion and Analysis

B WED T

In the course of cooperation with various financial institutions, THEEXESHEERESIENAESD

the two sides share information, exchange resources, and give AHEREEE E}ﬁﬁﬁ =9 ?*‘ﬁﬁﬁﬂ’lﬁ
full play to their resource and technological advantages, with RED  RNEY £EANMIEPREE
a view to jointly providing credit lending business to small and BHER ZK'*.E’M BTN ZFRGE
micro customers. The Group’s strengths lie in the risk awareness I EPEEMEENEZERPHE
and service experience in respect of such customer groups HE R R A RS &R TN EER

accumulated over all these years in the small and micro customer ZRe ) 2BIMNSEERARR TNE
sector, as well as special risk control capacities, nationwide A PR 7% 8 H B

network and team, and sound credit service output capability.

As at 30 June 2020, the asset under management of the Group’s HZE20206H30H  AEE/NUEEE

small and micro credit business segment is as follows: NHETEENEEREEENT:
30 June 2020 31 December 2019
202064300 2019%F12A31H

(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
(BEEHBEMN UARBBETLIIR) k3 HHEEY% 3.2 A%
Micro and small finance N7 &

Credit lending business EER% 458.4 17.3 649.5 235
Credit consulting business ERR% 2,195.9 82.7 2,118.0 76.5
Subtotal NE 2,654.3 100.0 2,767.5 100.0
Standard finance EESH

Credit lending business EER% 2,086.5 68.6 2,921.5 70.8
Credit consulting business =RR% 954.4 31.4 1,202.7 29.2
Subtotal et 3,040.9 100.0 4,124.2 100.0
Platform finance Tacm

Credit lending business EERH 28.3 4.0 129.7 13.9
Credit consulting business =K% 678.1 96.0 806.4 86.1
Subtotal et 706.4 100.0 936.1 100.0
Loan balance EXR&E

Credit lending business EERS 2,573.2 40.2 3,700.7 47.3
Credit consulting business ERR% 3,828.4 59.8 4,127.1 52.7
Total = 6,401.6 100.0 7,827.8 100.0
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BEER WD

As at 30 June 2020, the assets under management of the micro
and small loan business segment was RMBG6,401.6 million,
representing a decrease of RMB1,426.2 million or 18.2% as
compared with RMB7,827.8 million as at 31 December 2019.
The decrease was mainly due to the reduction caused by credit
lending business.

As at 30 June 2020, the balance of assets under management
of credit lending business in the micro and small loan business
segment was RMB2,573.2 million, representing a decrease of
RMB1,127.5 million or 30.5% as compared with RMB3,700.7
million as at 31 December 2019. 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 external debt capital and debt capital
soon falling due, the small and micro credit business segment
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 2020, the assets under
management of credit consulting business of the micro and small
loan business segment was RMBS3,828.4 million, representing
a decrease of RMB298.7 million or 7.2% as compared with
RMB4,127.1 million as at 31 December 2019.
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Management Discussion and Analysis
B E B DT

TREIRFARAPAEENEEEER
DESR RS KRR IR

The following table sets forth the key performance indicators of
The Group’s micro and small loan business segment as at the
dates indicated:

For the six months period ended 30 June

BZ6830BILAEAHAE
2020 2019 Change
20205 20194 &
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEHEHAMN UARBBELIIR) 28 BH P& A%
Net interest and handling fee income EFRERFEBUA 216.7 246.9 (30.2) (12.2)
- Credit lending business - EER% 135.2 182.5 47.9) (25.9)
- Credit consulting business —ERR®% 81.5 64.4 17.1 26.6
Other gains/(losses), net HihFEx (9.3) 3.6 (12.9) (358.3)
Impairment losses BEMERX 24.6 (54.6) (79.2) (145.1)
Operating expenses EEY M (74.6) (73.7) 0.9 1.2
Profit before taxation DR IRl 157.4 122.2 35.2 28.8

In the first half of 2020, profit before taxation of the micro and 2020 EHF - PREEEBHB D EBEIRD

small loan business segment was RMB157.4 million, representing
an increase of RMB35.2 million or 28.8% as compared with
RMB122.2 million in the first half of 2019. It was mainly
attributable to the amount of impairment losses charged to the
current statement of profit or loss in the first half of 2020 was
reversed, which is mainly due to the decrease of RMB1,127.5
million in balance of credit lending business as at 30 June 2020
and the significant decrease in the balance of provision for
impairment losses for the current loan asset portfolio according
to the portfolio standard as a result of the increasing proportion
of the balance of “Jiaye Loan” business to asset balance of credit
lending business, of which:

ATAEANR¥157. 45 8T 20194 ¥
FZHERHATABEARE12225 & T8
b A REESS.2H BT - 1 1828.8%
T ERMN2020F L FF ABRTEZRERD
BERBEXACHEEFOMRE EXTER
AEH 20206 A30H ILEERBEE R
BREER D AR 127 5B B T A K [1E2
BIESHBHEEREEERELEDR
ETIR A S ERBAAZEEHYENEESR
ERATENRNEERBEEBSHEKXN
8 T FEFTE e K-
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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 2020, the net interest and handling fee
income from the micro and small loan business segment
was RMB216.7 million, representing a decrease of RMB30.2
million or 12.2% as compared with RMB246.9 million in
the first half of 2019. The decrease was mainly due to
the decrease in net interest and handling fee income from
credit lending business and the increase in net interest and
handling fee income from credit consulting business.

In the first half of 2020, the net interest and handling fee
income from credit lending business was RMB135.2 million,
representing a decrease of RMB47.3 million or 25.9% as
compared with RMB182.5 million in the first half of 2019.
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 2020, the average
balance of credit lending business was RMB3,261.2 million,
representing a decrease of RMB1,084.5 million or 25.0% as
compared with RMB4,345.7 million in the first half of 2019.
The decrease in average balance of credit lending business
in the first half of 2020 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 in 2020, which reduced the capital
available for business granting, resulting in a decline in the
loan balance of credit lending business.
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Management Discussion and Analysis

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 2020, the
net interest and handling fee income of credit consulting
business was RMB81.5 million, representing an increase
of RMB17.1 million or 26.6% as compared with RMB64.4
million in the first half of 2019. This was mainly due to the
increase in assets under management of credit consulting
business. In the first half of 2020, the monthly average loan
balance of credit consulting business in micro and small loan
business segment was RMB3,748.0 million, representing an
increase of RMB1,059.5 million or 39.4% as compared with
RMB2,688.5 million in the first half of 2019.

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

After the outbreak of “COVID-19 epidemic”, the policy
guidance issued by the governments vigorously encouraged
financial institutions to provide precision financial services
to enterprises related to prevention and control of epidemic
or micro and small enterprises affected by the epidemic.
As a privately-owned inclusive financial group that insists
on taking root in the real economy and serving small and
micro enterprises, the Group’s customers are mainly micro
and small enterprises and individual business proprietors,
which are engaged in industries such as “agriculture, rural
areas and farmers” and fast-moving consumer goods. Those
industries are not only the key industries for the guarantee
of daily suppliers during the epidemic, but are also the key
support objects of national policies due to the distributors
and shops in their supply chains are catering for the basic
needs of the people as well as those industries are playing
an important role in “maintaining supply and stabilizing
prices” for people’s necessities. In this regard, the Group on
one hand has introduced a series of emergency measures
for enterprises related to prevention and control of epidemic
or micro and small enterprises affected by the epidemic,
including adjustment of repayment plan, loan extension,
interest payment extension and partial interest reduction,
etc.; the Group on the other hand actively cooperated with all
cooperative institutions to jointly launch special anti-epidemic
supporting products for micro and small enterprises, and
assisted micro and small enterprises with development
potential to actively resume work and production so as to
ride through the tough period.
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Management Discussion and Analysis

In previous years, the credit lending business in the micro
and small loan business segment was dominated by “pure
credit”. Since 2015, following five 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 collaterals of “Jiaye Loan”
product are the properties held by the borrowers increased
the proportion of pledged housing in the asset portfolio,
thereby enhancing asset quality. As at 30 June 2020, the
balance of the “Jiaye Loan” business accounted for 80.3%
of the asset balance of credit lending services, representing
an increase of 4.1 percentage points from 76.2% as at 31
December 2019.

In the first half of 2020, the Group combined the overdue
and impairment characteristics of products and made
reversal for impairment losses of RMB24.6 million,
representing a decrease of RMB79.2 million or 145.1% as
compared with the provision for impairment losses was
RMB54.6 million in the first half of 2019. In the first half
of 2020, the amount of impairment losses charged to the
current statement of profit or loss was reversed, which is
mainly due to the decrease of RMB1,127.5 million in balance
of credit lending business and the significant decrease in the
balance of provision for impairment losses for the current
loan asset portfolio according to the portfolio standard as a
result of the increasing proportion of the balance of “Jiaye
Loan” business to asset balance of credit lending business.

Provision rate indicates the Group’s level of reserve for
the micro and small credit business. As at 30 June 2020,
the balance of provision for impairment losses for micro
and small loan business segment was RMB140.0 million
(31 December 2019: RMB190.8 million), and the provision
rate and provision coverage ratio were 5.4% and 255.0%,
respectively (31 December 2019: provision rate: 5.2%;
provision coverage ratio: 241.8%). The risk resistance was
further enhanced.
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Management Discussion and Analysis

BEER WD

e  The micro and small loan business segment effectively
enhanced large-scale operating capabilities with
“Fintech”, and its total operating costs remained
stable.

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 2020, the micro and small
loan business segment incurred a total of RMB74.6 million
operating expenses, which remained stable as compared
with RMB73.7 million in the first half of 2019.

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

Micro and small finance loan 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.
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Management Discussion and Analysis

Micro and small finance is characterized by flexible credit lines
and maturity between 6 and 18 months. As at 30 June 2020,
micro and small finance loans balance of credit lending business
was RMB458.4 million, representing a decrease of RMB191.1
million or 29.4% as compared with RMB649.5 million as at 31
December 2019. As at 30 June 2020, the average balance of
per transaction of micro and small financial loan clients was
RMB568,000 (31 December 2019: RMB410,300).

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 Jiaye 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 2020, the balance of “Jiaye Loan” in the loan
business was RMB2,065.2 million (31 December 2019:
RMB2,819.1 million), and the average balance per loan was
RMB370,500 (31 December 2019: RMB414,400).

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 2020 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 2020, the balance of “Lexiang Jin” in the loan
business was RMB18.1 million (31 December 2019: RMB97.7
million), and the average balance per loan was RMB4,600
(31 December 2019: RMB8,700). 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 2018,
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.

As at 30 June 2020, the balance of platform finance products
in the loan business was RMB28.3 million (31 December
2019: RMB129.7 million) with an average balance per loan of
RMB40,200 (31 December 2019: RMB107,000).
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Micro and small loan business segment - Credit lending
business - Risk management and asset quality

TREJBEMTEHAEE/NIEE?
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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:

48

30 June 31 December
2020 2019 Change
20204 2019%F
6A30A 12A31H &

(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEFHN UAREBERIIT) 3 % Ex B %
Micro and small finance loans IMESBER 458.4 649.5 (191.1) (29.4)
Standard finance loans BESBER 2,086.5 2,921.5 (835.0) (28.6)
Platform finance loans FasmeER 28.3 129.7 (101.4) (78.2)
Subtotal of loan balance EMBRE G 2,573.2 3,700.7 (1,127.5) (30.5)
Balance of provision for impairment losses B E R EEH %5 140.0 190.8 (50.8) (26.6)
Provision rate BEx0 5.4% 5.2% 0.2ppt -

AR
Provision coverage rate ? BEEEXR 255.0% 241.8% 13.2ppt -

ERar
Balance of overdue loan business AHEREBRE 379.9 369.0 10.9 3.0
Proportion of overdue loan business © BBMEREBMGLS 14.8% 10.0% 4.8ppt -

B
Balance of impaired loan business EREERELHE 54.9 78.9 (24.0) (30.4)
Proportion of the balance BREERERSRBGLY 2.1% 2.1% - -

of impaired loan business ¥

Notes: PR

(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 33 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 33 of this report.
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Management Discussion and Analysis

As at 30 June 2020, the balance of credit lending business in
the micro and small loan business segment was RMB2,573.2
million, representing a decrease of RMB1,127.5 million or 30.5%
as compared with RMB3,700.7 million as at 31 December 2019.
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 the first half of 2020,
which reduced the capital available for business granting.

Affected by the “COVID-19 epidemic”, as at 30 June 2020, the
overdue balance of the micro and small loan business segment
was RMB379.9 million, representing an increase of RMB10.9
million or 3.0% as compared with RMB369.0 million as at 31
December 2019. The increase in overdue loans was mainly due to
the increase in overdue loans of “Jiaye Loan” business. As Jiaye
Loan is a product with sufficient collaterals, the basic requirement
for borrowers is more relaxed than that for micro and small loans.
Although there is a slight increase in overdue loans, the real risk
is low. Among the RMB379.9 million, RMB285.6 million was
attributable to “Jiaye Loan” products, accounting for 75.2% of the
total amount.

In the first half of 2020, the Group combined the overdue and
impairment characteristics of products and made reversal for
impairment losses of RMB24.6 million, representing a decrease
of RMB79.2 million or 145.1% as compared with the provision
for impairment losses was RMB54.6 million in the first half of
2019. In the first half of 2020, the amount of impairment losses
charged to the current statement of profit or loss was reversed,
which is mainly due to the decrease of RMB1,127.5 million in
balance of credit lending business and the significant decrease in
the balance of provision for impairment losses for the current loan
asset portfolio according to the portfolio standard as a result of
the increasing proportion of the balance of “Jiaye Loan” business
to asset balance of credit lending business.

Provision rate indicates the Group’s level of reserve for the micro
and small credit business. As at 30 June 2020, the balance of
provision for impairment losses for micro and small loan business
segment was RMB140.0 million (31 December 2019: RMB190.8
million), and the provision rate and provision coverage ratio were
5.4% and 255.0%, respectively (31 December 2019: provision
rate: 5.2%; provision coverage ratio: 241.8%). The risk resistance
was further enhanced.
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BEER WD

In the first half of 2020, the Group enhanced the disposal of
impaired loans through write-off. Totalling RMB31.7 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 RMB24.0 million or 30.4% from
RMB78.9 million as at 31 December 2019 to RMB54.9 million
as at 30 June 2020. However, due to the loan balance of credit
lending business decreased from RMB3,700.7 million as at 31
December 2019 to RMB2,573.2 million as at 30 June 2020, the
proportion of impaired loans in asset balance of credit lending
business was 2.1%, which was the same at as 31 December
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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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:

30 June 2020 31 December 2019

2020%6H30H 201912 A31H
(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
(BRBEHBEMN UAREBETLIIR) k34 HHEY% k2 A%
Micro and small finance loans MEEBER 2,195.9 57.4 2,118.0 51.3
Standard finance loans BESBER 954.4 24.9 1,202.7 29.2
Platform finance loans TaeMER 678.1 17.7 806.4 19.5
Subtotal of loan balance ERBE/ 3,828.4 100.0 41271 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 2020, the asset under management of the credit
consulting business of the micro and small loan business segment
was RMB3,828.3 million, representing a decrease of RMB298.7
million or 7.2% as compared with RMB4,127.1 million as at 31
December 2019.

CAPITAL INVESTMENT AND MANAGEMENT
BUSINESS 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 2020, the Group
successfully established seven funds (31 December 2019: seven)
with external investors, raising gross proceeds of RMB860.7
million (31 December 2019: RMB860.7 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 2020, it
has applied RMB806.0 million in equity investment for long term
returns from capital appreciation (31 December 2019: RMB855.4
million), and RMB170.2 million in debt investment for stable return
with the aim of effectively utilizing idle funds to enhance capital
earning (31 December 2019: RMB209.7 million).

In the first half of 2020, the capital investment and management
business segment derived net interest and handling fee income
of RMB8.0 million from debt investment (first half of 2019:
RMB6.7 million). In addition, the Group reaped RMB1.5 million
from dividends from invested entities and share of profits of
associates (first half of 2019: RMB7.3 million), and recorded a fair
value change loss of RMBO0.6 million generated from the invested
companies (first half of 2019: Nil).

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 2020, the total reversal for impairment losses was
RMBO0.2 million (first half of 2019: RMB2.4 million in provision
for impairment losses). Among the Group’s equity investment in
SMEs, the invested entities are running soundly and there is no
indication of impairment.

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.
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Management Discussion and Analysis

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 2020, other segment incurred a total of
RMB91.5 million of net expenditure on interest and handling
fee, representing a decrease of RMB19.7 million or 17.7%
as compared with RMB111.2 million for the same period of
2019, which is mainly due to the decrease in interest-bearing
liabilities. On 3 November 2019 and 10 June 2020, the Company
redeemed a total of RMB2,281.2 million of bonds publicly issued
on the Shanghai Stock Exchange.

In the first half of 2020, other segment incurred a total of
RMB112.0 million operating expenses, representing a decrease of
RMB24.9 million or 18.2% as compared with RMB136.9 million in
the first half of 2019. Operating expenses were mainly made up of
RMB45.3 million expenses in labor costs and RMB66.7 million in
other operating costs.

INFORMATION ON FUMIN BANK

The Group and other six domestic institutions jointly founded
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.
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Due to the increase in the scale of absorbing deposits from
customers, the scale of Fumin Bank’s assets and liabilities has
continued to grow in the past several years. As at 30 June
2020, Fumin Bank had a total asset of RMB50,203.6 million (31
December 2019: RMB45,152.4 million) and a total liability of
RMB46,733.5 million (31 December 2019: RMB41,854.9 million).
Meanwhile, its profitability has improved continuously. In the first
half of 2020, Fumin Bank achieved a net profit of RMB168.7
million.

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

Capital structure

Our share capital was RMB4,600.0 million as at 30 June 2020,
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 2020, the debt-to-equity ratio (calculated by
sum of interest-bearing borrowings, financial assets sold under
repurchase agreement and debt securities issued, over total
equity) was 68.6% (31 December 2019: 98.7%).

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 2020, we had cash and cash equivalents to the
amount of RMB1,232.8 million (31 December 2019: RMB1,636.1
million). For the six months period ended 30 June 2020, the
Group did not use any financial instrument for hedging purpose.

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR

SRR TEREAENER ERIRTTE
ERENABERRETREIETRNIFESL
RREZ - H E202066H30H  ERIRTE
EHE A AR50,203.68 & 7T (20194
128318 : AR¥451524E &) A&
BEE A N R¥46,733.58 & JT (2019412
A31H: ARM41,85490B8T) B
HARGENFHEIRF 20208 L¥F - 5
RIBTEFERFFNEARKI68.7EHE
5o

BEXEE RBDESRUBER

BEXRRE

HZE2020F6 A308 BB AEARE
4,600.0H & 7T * H13,430,000,0000% & A%
%1,170,000,000 HA% #E A% © & A% E & 15

ABAR1.007T °
EmEE=R

HE2020F6A30R ' #EmABEX (AIFTE
BRBEHOESREERENESEH
HREERR LA 485 ) £68.6% (2019F 12 A
31H:98.7%) °

RBEETREXRER

BPEZUBRROABAELE RITER - #
TEF REELENRERARBERAMR
BERABRENEEES REAMERNER
REES - BPNRDESREAERE
ZEFHNMIERRZRER XNED
KRB ERFNBOTEFRRBS LEMEE
BeBKEB-

HZE2020F6 H30H  HMMEBELAA
R#1,232.88 &L (2019512H31H : A
R #1,636.18 & 7L) B 2202056 430
H 1E61E A B » A5 B30 £ ) B T 2 5t
TE/EH AR -



Management Discussion and Analysis

Indebtedness

As at 30 June 2020, we had a total of RMB5,519.4 million
interest-bearing debts outstanding (31 December 2019:
RMB7,709.2 million), of which RMB5,519.4 million had fixed
interest rates (31 December 2019: RMB7,639.6 million). As at 30
June 2020, 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 2020, we
had credit guarantee outstanding to the amount of RMB35,998.3
million (31 December 2019: RMB37,845.4 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.

Significant investment

On 28 April 2020, the Group entered into the limited joint venture
agreement with Liaoning Shenfu New District State-owned Assets
Management Co., Ltd. (“Shenfu Assets”) to establish a joint
venture for the investment in the inclusive financing guarantee
institution controlled by the Group. According to the limited joint
venture agreement, the total capital commitment of the joint
venture is RMB3,000.0 million, of which the Company and Shenfu
Assets will contribute RMB1,000.0 million and RMB2,000.0 million
respectively. The financial results of the joint venture and inclusive
financing guarantee institution will be included in the Group’s
consolidated financial statements. As at the date of approval
of this report, the Group and Shenfu Assets have yet to make
contribution and the joint venture has yet to commence operation.
The investment constituted a major transaction of the Company
under Chapter 14 of the Listing Rules, and was approved by
the shareholders in June 2020. For details on such investment,
please refer to the announcement of the Company dated 28 April
2020 and the circular of the Company dated 11 June 2020.
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Major acquisition and disposal

On 10 April 2020, the Group disposed of its 100% equity
interests in Heilongjiang Hanhua Internet Small Loan Co.,
Ltd. to Shenzhen Fantai Information Technology Service
Co., Ltd., Guangzhou Fake Automation Technology Holdings
Ltd., Guangzhou Linggiu Network Technology Co., Ltd.
and Guangdong Lijun Information Technology Co., Ltd at a
consideration of RMB358.0 million in cash. Upon completion of
the transaction, the Group no longer holds any equity interest
in Heilongjiang Small Loan. The transaction constituted a major
transaction of the Company under Chapter 14 of the Listing
Rules, and was approved by the shareholders in June 2020. For
details of the transaction, please refer to the announcement of the
Company dated 13 April 2020 and the circular of the Company
dated 11 June 2020.

Pledge of assets

As at 30 June 2020, the Group’s buildings with a carrying value
of RMB211.6 million (31 December 2019: RMB241.3 million) are
pledged as collateral for bank loans.

Contingent liabilities

The Group had no significant contingent liability as at 30 June
2020 other than the off-balance sheet arrangements disclosed on
page 55.

Interim dividend

The Company will not declare an interim dividend for the six
months ended 30 June 2020.

HUMAN RESOURCES

“Talent” has always been one of the most important and
meticulously cultivated resources of Hanhua. Under the guidance
by the Company’s sense of value of “credibility, simplicity,
sharing”, Hanhua insisted on forging the high standards of
“kindness, diligence, learning, self-discipline and responsibility”
in cultivating a professional team. As at 30 June 2020, the total
number of employees of the Group was 1,492.
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Management Discussion and Analysis

The Company attaches great importance to corporate culture
building and employee care, promotes cultural cohesion through
employee care, and integrates corporate responsibility in
organizational culture. We organized regular physical examination
annually for fully protecting the physical and mental health of
employees. During the epidemic, we constantly cared for the
health of employees by creating the online enquiry platform
of “7 Questions for Daily Health”(& B # E7[) for the
proper prevention and control of the epidemic. The Company
continuously creates the employment relationship with trust
and sustainability. In order to appreciate employees’ long-term
contribution, the Company has established a staff service award
to commend and grant commemorative prizes to employees who
have served the Company for five or ten years.

The Company places high regards to social responsibility. During
the COVID-19 epidemic in the first half of the year, while the
Company actively conducted internal prevention and control, it
also contributed the “Hanhua” power for the epidemic prevention
and control by donating RMB5 million to relevant departments
and charity organizations in total. Moreover, the Company
undertook the social responsibility of the private enterprise with
actions of organizing staff voluntary blood donation, fund-raising
for students in poverty stricken areas, as well as caring for the
severely ill employee through the employee union and organizing
internal fund raising. As the epidemic impacted the original talent
development plan, the Company actively adjusted and followed
the trend with the rapid transformation and operation of a digital
learning platform. By leveraging the “online” tool, the disruption
by the epidemic was broken and the implementation of talent
development system was facilitated and reached the whole
country. On one hand, by fully utilizing the resources advantage
in the headquarters to coordinate the overall implementation
mechanism, the organization and development of the operation
team is comprehensively empowered. On the other hand, the
operation teams at different levels gave full play to the territorial
advantages, established and promoted talent cultivation
system for implementation in accordance with the actual local
situation, which embodied the versatility and innovation of the
overall system. Moreover, the Company continued to promote
the deepening of preliminary projects and concentrated on the
continuity and cohesion in talent development to ensure that
the talent development is catering for the business development
for the further creation of Hanhua human resources boutique
products.
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In terms of compensation and performance management, the
effectiveness of the digital management platform was further
enhanced. The results data was gradually and centrally managed
online so that the audit of performance appraisal and salary
was highly accurate and efficient. Salary and performance audit
proposals were designed in accordance with business nature
and development phase of different business sectors for meeting
the demands for staff retention and motivation. The gradual
standardization of application of performance appraisal results in
management was effective in the enhancement of organization
efficacy. In terms of welfare, the Company contributed social
insurance and housing fund for employees as well as introduced
the upgraded business insurance plan which covered accident
and personal injury and protection against severe sickness.

In terms of digital construction for human resources, we
continued the improvement and upgrade based on the solid
preliminary foundation. During the epidemic, we utilized the digital
tool for the expedited and accurate support of the joint prevention
and control for the Company. We also utilized the digital platform
for the constant caring and soothing of worries upon the overall
Hanhua people from the epidemic. After the safe resumption of
operation, more functions were gradually implemented such as
update of platform messages by employees, the improvement
and upgrade of data and visual platform as well as the newly
addition of mobile checking-in. With “My HR”(F #JHR) being the
central entry point, more services were integrated at the mobile
terminal with round-the-clock response and convenient assess.
The efficiency and precision in work were continuously improved
with the experience and satisfaction among employees were
continuously enhanced.
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Management Discussion and Analysis

PROSPECTS

Currently, as the epidemic has normalized domestically, the
international epidemic was still lingering and spreading. As
the international economic and trade frictions intensified, the
domestic economy was still encountering enormous downward
pressure. Under this scenario, the Group will continue to adhere
to development strategies of sci-tech finance and industry
finance synergy, and endeavor to explore new opportunities in
crisis. By combining new characteristics in demand for post-
epidemic development of finance in industry chain, fully utilizing
fintech and innovating the financial product and service model,
the transformation and upgrading as well as the high quality
development of real economy are assisted.

For partnership finance business, we will continue to increase
the cooperation with core enterprises and industrial platforms,
research and develop standardized supply chain financial
solutions to provide credit for entities of the supply chain and
transaction behaviors; further expand electronic guarantee
business, improve the online service platform with electronization
of comprehensive management, non-human interference,
electronic encryption and real-time issuance for further lowering
the cost and enhance efficacy for the small and medium
enterprises and enhancement in the efficiency in government
procurement and enterprise tendering.

For microfinance business, we will continue to increase
investment in construction of information technology, make use of
technologies such as big data, artificial intelligence and biometrics
to improve efficiency of business operation and reduce operating
costs. We will continue to expand micro finance business with
various solid and quality industry chains as partners, realize loans
allocation and risk management by participating in the sharing
of information such as flow of goods, capital and information,
optimize the management of national business network, and
focus on improving resources of advantage to enhance capital
strength and risk management capability of small loan companies.

For capital investment and management business, it focuses
on the four major areas of medical and health, high-end
manufacturing, new information technology and military
industry, with PE funds, industrial funds and M&A funds as
major investment vehicles. The advantage of the diversified and
integrated financial license of the Group is leveraged for building
a unique integrated financial service system that facilitates the
synergy of equity and debt.
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Other Information

H &R

DIRECTORS’, CHIEF EXECUTIVES’ AND EEXE BRETHRAEBREERARS
SUPERVISORS’ INTERESTS AND SHORT FEBERDZ2EZRXR
POSITIONS IN SHARES AND UNDERLYING

SHARES

As at 30 June 2020, the interests or short positions of the R2020F6A30H A RRIEZ([E
directors of the Company (the “Directors”), the chief executives E]) ARAESTBRABERARES
of the Company and the supervisors of the Company (the (TEE ) RARQ A EE AR ER (E
“Supervisors”) in the shares (the “Shares”), underlying shares or ERBHFLAEGRD (BERAEKRA])
debentures of the Company or any of its associated corporations EXVED) 2 gtn (TR ]) ~ ABREAR D 3 &
(within the meaning of Part XV of the Securities and Futures BEFFEEEQBIEESMHAE EHIZEXV
Ordinance (the “SFO”)) which were required, (a) to be notified to HETRSD HBBHAARRARBBHAERS
the Company and The Stock Exchange of Hong Kong Limited FIERAGE ([HRAT]) cEmxks (B
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part FRERBFESFMAAEKRD 2 ZFGECH
XV of the SFO (including interests and short positions which they BEERWERERB 2 EEm AR ()
are taken or deemed to have under such provisions of the SFO); B ABBEESFRAEGKRAIEISGEE
or (b) to be recorded in the register required to be kept under ZERMAZERIORE  H(C)RIFEER
section 352 of the SFO; or (c) to be notified to the Company and Fre&s LR el ([ LR A ]) M sE+Frak
the Stock Exchange pursuant to the Model Code for Securities BB TAETEFETEEIFINELEFER]
Transactions by Directors of Listed Issuers (the “Model Code”) ([BE<FR ) BB A KRBT 2
contained in Appendix 10 to the Rules Governing the Listing of =IORBHH AT -

Securities on the Stock Exchange (the “Listing Rules”) were as

follows:
() Interests in the Company () REATHNER
Approximate
percentage in Approximate
relevant class of percentage in
No. of Share (%) total
Shares held HERRG share capital "
Name of Shareholder Position Class of Share Nature of interests (Shares) Bz EREBH 2
RRER Bify R385 EEtE BERGEE (R) BABRIL(%)O  BOBIL(%)"
Tu Jianhua Director Domestic Share Interests of controlled corporation 432,188,780 12.60 9.40
REEY £% RE&RK TRAEER (Long position)
(###)
Wang Fangfei? Director Domestic Share Interests of controlled corporation 231,532,663 6.75 5.03
TH3Ee £% NERK TREEER (Long position)
(H##)
Zhang Guoxiang®* Director Domestic Share Beneficial owner/Interests of 298,038,709 8.69 6.48
REIFEO g NER controlled corporation (Long position)
ERBBN/ R ETER (##)
H Share Beneficial owner 585,971 0.05 0.01
Hik EREAA (Long position)
(42)
\Wang Dayong Director Domestic Share Beneficial owner 2,068,742 0.06 0.04
TAEY £ NER EREEA (Long position)
(#2)
H Share Beneficial owner 360,443 0.03 0.008
Hik EnfBA (Long position)
(#2)
60 Hanhua Financial Holding Co., Ltd.
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Approximate
percentage in Approximate
relevant class of percentage in
No. of Share (%) total
Shares held EERRS share capital”
Name of Shareholder Position Class of Share Nature of interests (Shares) Bz ERABEZ
RRER B RGER BatE BERGEE (R) BOBAL(%)®  BEBEIL%)D
Cui Weilan® Director Domestic Share Beneficial owner 2,058,742 0.06 0.04
EREY £ NERK ERBEEA (Long position)
(##)
H Share Beneficial owner 648,006 0.06 0.01
HEk EREAA (Long position)
(#8)
Liu Jiaoyang Director Domestic Share Beneficial owner 441,159 0.01 0.01
A%EH B NER EnfBA (Long position)
(42)
Liu Bolin®! Director Domestic Share Interests of controlled corporation 120,000,000 3.50 261
2R £ NE&RK TREER (Long position)
(##)
Li Ruping Supervisor Domestic Share Beneficial owner 2,352,848 0.07 0.05
EJubs 4 RERK ERBEEA (Long position)
(#8)
Chen Zhonghua Supervisor Domestic Share Beneficial owner 441,159 0.01 0.01
Bz 3 RE K EXBEAA (Long position)
(4%)
Qin Yong Supervisor Domestic Share Beneficial owner 588,212 0.02 0.01
%8 &% NE&RK ERBEEA (Long position)
(##)
Notes: M7t -

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 Chonggqging 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.

GEEAEEESERSEEERA
BI([EESEME])M8%IRE M
EEEAEERERSERERAR
([EETIER ) O8%AIIE - B EL
ENMEERBRESEROSB T 2%k
EoEI RRELEWRERES
7 % $5  #9432,188,780% A & %
FHHE-

TEFELZTEERBEENLER
EERAR([EEAE])M55%
B MEENLEAEESAEARA
7]231,532,653 W E K- At T
FREZTHBEEEEENEFSAN
231,532,653 N ERRF A #E -
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(i)

3.  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.

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

5. 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.

6. As at 30 June 2020, the issued Domestic Shares and the
H Shares of the Company were 3,430,000,000 Shares and
1,170,000,000 Shares.

7. As at 30 June 2020, there were total 4,600,000,000 Shares of
the Company in issue.

Save as disclosed above, as at 30 June 2020, 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.
BESEROGAERAR
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Other Information

H &

SUBSTANTIAL SHAREHOLDERS’ INTERESTS FTERRARAROREBRP 2ERE
AND SHORT POSITIONS IN SHARES AND E#XE

UNDERLYING SHARES

As at 30 June 2020, the persons (not being a Director, chief 20206 H30H * IRAR A2 i sk A8

executive of the Company or Supervisor) or corporations who %10 H ¥ B IR 15 78 5 R BB G P EXVER S
have interests or short positions in the shares or underlying 2R3 BB AR AN A7) Ko Bk 22 B 46 B8 2 M 2

shares of the Company which are required to be notified to the Rk B - R ARBES KRB KIZ336
Company and the Stock Exchange under Divisions 2 and 3 of BEBGFzERMACERIAR  RE
Part XV of the SFO and recorded in the register required to be BEERSREZGERWEREF R AT M
kept under section 336 of the SFO and who were directly and/or BRTERRFTRREANERE ZEMEH
indirectly deemed to be interested in 5% or more of the nominal JEARZEEPEBSRIIA EZ2Em 2 AL

value of any class of share capital carrying rights to vote in all (YIEF -ARFEITHRABRES)
circumstances at general meetings of the Company are listed as KRN AFIE AT
follows:
Approximate Approximate
percentage in percentage in
relevant class of total
No. of Shares held Share (%) share capital (%)
Name of Shareholder Class of Share Nature of interests (Shares) EEBRAERZ ERAAH
RRE®E 43 % 5l ERHE BERGEE (K) BAOE A (%) BT A (%)0
Loncin Holdings? Domestic Share Beneficial owner 432,188,780 12.60 9.40
EgERge WE B EnEEA (Long position)
(48)
Loncin Group! Domestic Share Interests of controlled corporation 432,188,780 12.60 9.40
BEEE0 NE R RHEEER (Long position)
(#8)
Huitai Domestic Share Beneficial owner 295,269,848 8.61 6.42
% NE K EmHEBA (Long position)
(#8)
Shenzhen Jinling Huaruan Domestic Share Beneficial owner 280,000,000 8.16 6.09
Xintai Investment Partnership NER EnEEA (Long position)
(Limited Partnership) (178)
REEERBRREABLE
(BRAR%)
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Approximate Approximate
percentage in percentage in
relevant class of total
No. of Shares held Share (%) share capital (%) "

Name of Shareholder Class of Share Nature of interests (Shares) EEBRRHER EREEHZ

RREH R 1355l BEMEE EEROHE (R) BABD (%) BRED (%)

Beijing Daoyang Zhengde Domestic Share Beneficial owner 270,000,000 7.87 5.87

Information Consulting Co.,Ltd. WE B EnBEBA (Long position)
LTREHERES (4%8)
HABBRAT
Chonggaing Jiulong Domestic Share Beneficial owner 231,632,653 6.75 5.03
EENE NE R ERHBA (Long position)
(#%8)
Wang Mingyue Domestic Share Beneficial owner 269,824,593 7.87 5.87
IHA WE B EZHEBA (Long position)
(48)
Chongaing Yukang Asset Domestic Share Beneficial owner 220,000,000 6.41 4.78
Management Co,. Ltd. NER EZHEBA (long position)
EEAREERRE (48)
BERRDA
MAX WISDOM INTERNATIONAL H Share Beneficial owner 75,000,000 6.41 1.63
INDUSTRIAL LIMITED HR EnBEAA (Long position)

BREAREXERAF (#8)

Notes: Bt iz -

1. Loncin Group directly holds 98% of the equity interest of Loncin 1. BESEEEREESITRNBWILKE -
Holdings, which directly holds 432,188,780 Domestic Shares of the miE SR A B RA AR F432,188,780
Company. Accordingly, under the SFO, Loncin Group is deemed to BRNEKR - Bt BREIZIFLBEK
be interested in the 432,188,780 Domestic Shares held by Loncin Bl EEEEERECEEEREEN
Holdings. 432,188,780k N AR B % ©

2. The 432,188,780 Shares held by Loncin Group and Loncin Holdings 2. BEEEERESZER 432,188,780 %
are of the same interest and duplicated each other. BhE—HED WERES-

3. As at 30 June 2020, the issued Domestic Shares and the H Shares 3. 20206 HA30H  AABIEHEITRER

were 3,430,000,000 shares and 1,170,000,000 shares. there were 3,430,000,0008% & HM& &1,170,000,000
total 4,600,000,000 shares of the Company in issue. fi% » AN A &) #£ % 4,600,000,000% B 277 %
1/'\ °
64 Hanhua Financial Holding Co., Ltd.
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DIRECTORS’, CHIEF EXECUTIVES AND
SUPERVISORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

None of the Directors, chief executives of the Company,
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
2020.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2020, there was no
purchase, sale or redemption of any of its listed securities by the
Company or any of its subsidiaries.

AUDIT COMMITTEE AND REVIEW OF INTERIM
RESULTS

The audit committee of the Company (the “Audit Committee”)
comprised two independent non-executive Directors, namely
Mr. Qian Shizheng and Mr. Yuan Xiaobin and one non-executive
Director, Ms. Liu Jiaoyang. Mr. Qian Shizheng is the chairman of
the Audit Committee. The unaudited consolidated interim financial
information for the six months ended 30 June 2020 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.

Other Information
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CORPORATE GOVERNANCE

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

The Board comprises 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 2020, the
Company has complied with the Code Provisions.

The Company passed a special resolution at the 2019 annual
general meeting and approved the 2020 external guarantee
(non— guaranteed business) plan. As of June 30 2020, the
Company provided a guarantee amount of RMB3.10 billion for the
subsidiary.

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 2020.

CHANGES OF INFORMATION OF DIRECTORS
AND SUPERVISORS

Mr. Tu Jianhua, a non-executive Director, received the decision on
the supervision from the Shanghai Securities Regulatory Bureau of
the China Securities Regulatory Commission in respect of Loncin
Motor Co., Ltd. (Stock Code: 603766.SH). See the Company’s
announcement on 12 May 2020 for details.

Hanhua Financial Holding Co., Ltd.
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Loncin Holdings Co., Ltd., a shareholder of the Company
controlled by Mr. Tu Jianhua, also received the decision on the
supervision of Loncin Holdings Co., Ltd. from the Shanghai
Securities Regulatory Bureau of the China Securities Regulatory
Commission due to the same incident regarding Mr. Tu Jianhua
received the decision on the supervision of him. See the
Company’s announcements on 12 May 2020 for details.

On 15 April 2020, Mr. Qian Shizheng, an independent
non-executive Director, resigned as an independent director
of Asia Cuanon Technology (Shanghai) Co., Ltd. (Stock Code:
603378.SH).

On 9 May 2020, Mr. Yuan Xiaobin was appointed as an
independent non-executive director of Chongging Bank Co., Ltd.,
(Stock Code: 1963.HK) and was appointed as a member of the
remuneration and appraisal committee of Chongqging Bank Co.,
Ltd. on 5 August 2020.

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

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
2020. 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 2020 up to the date of this report.
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Independent Review Report

BYERWE

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 70
to 132 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 2020
and the related consolidated statement of profit or loss, statement
of profit or loss and other comprehensive income and statement
of changes in equity and condensed consolidated cash flow
statement for the six months period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation of
an interim financial report to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34,
Interim financial reporting, issued by the Hong Kong Institute of
Certified Public Accountants. The directors are responsible for
the preparation and presentation of the interim financial report in
accordance with Hong Kong Accounting Standard 34.

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

Hanhua Financial Holding Co., Ltd.
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Independent Review Report

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
2020 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

31 August 2020
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70

Consolidated Statement of Profit or Loss - unaudited
REBZNEHERR

For the six months ended 30 June 2020 & £2020%F6 H30H L-61E A
(Expressed in Renminbi (‘RMB”)’000 unless otherwise indicated) ( X & R A 154N WIAARET 7THIR )

Six months ended 30 June

B Z6A30H L6MEA
2020 2019
2020 20194
NOZ\‘@ RMB’000 RMB 000
k=3 AR¥FT AR Fr
Guarantee and consulting EREEAERA
fee income 278,296 332,535
Guarantee handling expenses ERFEBLH (9,570) (3,997)
Re-guarantee expenses BEREHR (1,440) (4,217)
Net guarantee and consulting EREEAEFRA
fee income 267,286 324,321
Interest and handling fee income MERFEERA 496,167 624,084
Interest and commission expenses 8 & FEE S 1 4(a) (254,370) (364,558)
Net interest and handling FMERFEEFRA
fee income 241,797 259,526
Net fee and interest income BFEERANERA 3 509,083 583,847
Net trading gains R 5% Wk 10,113 19,070
Net foreign exchange losses P i, %48 K (8) (34)
Other operating income, net HhE 2 FRA 4(b) 75,302 13,643
Operating income EEWA 594,490 616,526
Share of profits of associates B E R E W 38,824 22,427
Share of losses of joint venture ;T/\M/\%ﬁﬁ%’ﬂ&ﬁﬁ% - (4,305)
Reversal for guarantee losses BOEREELEES 1,187 1,301
Impairment losses EERE Té!?i (93,334) (58,957)
Operating expenses BEH 4(c) (326,102) (379,853)
Other net losses H{th 518 5 58 (13,500) (7,778)
Profit before taxation 4 B0 A8 201,565 189,361
Income tax Frig i 5 (57,229) (58,548)
Profit for the period A R B 144,336 130,813
Attributable to: HER:
Shareholders of the Company AN EI R 124,122 112,839
Non-controlling interests JE T2 ) i 20,214 17,974
Profit for the period A FE 144,336 130,813
Earnings per share R &
Basic and diluted BEAR R
(RMB) (BB BARKT) 6 0.03 0.03

The notes on pages 79 to 132 form part of this interim financial

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

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

Six months ended 30 June

EZ6H30H 68 A
2020 2019
2020 20194
RMB’000 RMB’000
AR¥FT ABET T
Profit for the period Hrae 144336 130,813
Other comprehensive income HREMEE WS (BRBER
for the period (after tax and EHEF P ERAER)
reclassification adjustments):
ltems that may be reclassified AEEREE S EERER
subsequently to profit or loss: HA :
Exchange differences REGINH B A A
on translation of MR AE N Z5E
financial statements of
overseas subsidiaries 2,263 4,106
Total comprehensive income HAGZEak=E5
for the period 146,599 134,919
Attributable to: EER:
Shareholders of the Company RNABRE 126,385 116,945
Non-controlling interests FEPE M S 20,214 17,974
Total comprehensive income BRGEREEE
for the period 146,599 134,919

The notes on pages 79 to 132 form part of this interim financial FET79H F132 8 P & Mt 5E #8 Ak A~ 27 81 7%
report. mEm—E oo
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Consolidated Statement of Financial Position — unaudited
REBEBZWNE I AR R &R

At 30 June 2020 7202056 A30H
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

At 30 June At 31 December

2020 2019
#2020F #2019
6H30H 12H31H
Note RMB’000 RMB’000
b ez AR¥FTT ABEET T
Assets BE
Cash and cash equivalents gEBEe 7 1,232,815 1,636,063
Time and restricted bank deposits ~ EABE E31E A A &) F &
FRMEFLERRES 1,552,600 2,219,522
Trade and other receivables JiE U K EL A JE U SRR 8 1,785,699 1,634,098
Receivables for factoring business & Y {7 32 7k 18 9 1,402,808 1,736,035
Loans and advances to customers K E R R K 10 3,885,492 4,677,458
Financial assets measured at fair AR EE=8EE85
value through profit or loss AEHERNEREE 11 1,853,155 1,812,528
Finance lease receivables FE W L & 7R & K 12 128,096 166,232
Repossessed assets KEEE 276,370 302,535
Property, plant and equipment Y WE R 13 1,159,477 1,193,978
Intangible assets mEEE 68,844 70,818
Interest in associates RERERE —BE b 1,540,115 1,500,299
Goodwill S 9,720 9,720
Deferred tax assets REFMSEHREE 14 544,888 533,769
Investment properties BEMEE 32,848 33,505
Total assets BEERG 15,472,927 17,526,560
Liabilities =N
Interest-bearing borrowings T EMBRK 15 4,935,592 5,773,929
Debts securities issued B EZ 16 335,558 1,703,614
Financial assets sold under ENOEEREE
repurchase agreement 17 304,772 330,955
Deferred income REBREEES 429,315 508,107
Provisions for guarantee losses EREEEHS 369,972 371,159
Customer pledged deposits FARES 18 84,360 92,518
Accruals and other payables JE 5T K2 L i & < 3R IR 19 725,628 579,829
Current tax liabilities EHMENEE 215,037 221,249
Lease liabilities HERE 31,593 32,596
Total liabilities B8EEF 7,431,827 9,613,956
NET ASSETS FEE 8,041,100 7,912,604

The notes on pages 79 to 132 form part of this interim financial FT79B E1328 AT M s 18 A 24 o HA B 75
report. WmEm—E oo
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Consolidated Statement of Financial Position — unaudited
REBZWNE G R &R

At 30 June 2020 7202046 H30H
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB ATIEIN HAAREFILIIR)

At 30 June At 31 December

2020 2019
720205 R20194F
6H30H 12H31H
Note RMB’000 RMB’000
K AR¥FT ARETFoT

CAPITAL AND RESERVES EXRfHE 21
Share capital & s 4,600,000 4,600,000
Reserves [ 2,766,355 2,636,640

Total equity attributable to AARRRESERAEEE

shareholders of the Company 7,366,355 7,236,640
Non-controlling interests IE 2 | M 22 674,745 675,964
TOTAL EQUITY EEE 8,041,100 7,912,604

Approved and authorised for issue by the board of directors on 31 KE E g E RIREN2020F8H31H ©
August 2020.

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

o B FEHRK AFEE
EFEFE BEMBE

The notes on pages 79 to 132 form part of this interim financial E79E £ 1328 Bk M k18 5k AN o HA B 75
report. HEH—FH -
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Consolidated Statement of Changes in Equity — unaudited

AEBERHNERREZE DR

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

Attributable to equity shareholders of the Company

RRRRER B AES
Non-
Share Share Capital  Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve eamings Subtotal interests equity
SMERR —RER RAR FEEIE  RRER
BA  RGEE AARE  FEEE  BHAR Ef A it i CH

RMB000  RMB000  RMB00O0  RMBO00  RMBOO0  RMB000  RMB00O0  RMBO0O0  RMB000  RMB000
ANRETT ANRETT ARETT ARETT ARETT ARKTT ARETT AEETT ARETT ARETX

Note 21(b)  Note 21(c))  Note 21(c)ij) Note 21(c)fy) Note 21(c)ii) Note 21(c)iv) Note 22
Hitonw)  MZoney) M2 Wi HE2ic) K2y Hitez
Balance at 1 January 2019 201951510 H&H 4,600,000 1,270,924 447678 (4,596) 110,567 303,034 250,406 6,978,013 885,848 7,863,861
Changes in equity for the £ Z2019%68308 It
six months ended 6EAHENER2D
30 June 2019:
Profit for the period HRFE = = = = = = 112,839 112,839 17,974 130,813
Other comprehensive income  E 474 Wiz - - - 4,106 - - - 4,106 - 4,106
Total comprehensive income A& WA & - - - 4,106 - - 112,839 116,945 17,974 134,919

Liquidation of a subsidiary ~ HiBAFIEE = = = - - - -
Equity settled share-based ~ JAERAZBHRA XK

(139,707)  (139,707)

payment (Note 20) (frst 20) - - 8,176 - - - - 8,176 - 8,176
Purchase equity interest from £ 312 ) 118 25 I 5 F e

non-controlling interests - - (2,013) - - - - (2,013) (52,987) (65,000)
Appropriation to ROEBRAE

surplus reserve = = = = 24,627 = (24,627) = = =
Cash dividends paid to AR R 2

non-controling interests Rk e - - - - - - - - (22,567) (22,567)
Balance at 30 June 2019 A2019%6A30A MgA%E 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 79 to 132 form part of this interim financial 798 21328 Bk M 7k 18 5k A4S P A B7 75
report. WM —& e
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Consolidated Statement of Changes in Equity — unaudited

ARBERNEHRRERSBR

For the six months ended 30 June 2020 & Z2020%6 H30H 1E61E A
(Expressed in RMB’000 unless otherwise indicated) ( b X E S A FTiEIN IUAAREF IR )

Attributable to equity shareholders of the Company

AR RRIERE AR
Non
Share Share Capital  Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve eamings Subtotal interests equity
SMEBRR —RER AR FEEIE  RRER
BA  BRGEE AARE  FEEE BHRAE £ ikl it B CH

RMB000  RMB000  RMB00O0  RMB000  RMBO00  RMB000  RMB00O0  RMBO0O0  ARMB000  RMB000
ANRETT ANRETT ARETT ARETT ARETT ARKTT ARETT ARETT ARETT ARETZ

Note 21(b)  Note 21(c)) Note 21(c)ij) Note 21(c)fy) Note 21(c)ii) Note 21(c)fiv) Note 22
Hitot)  Hi2ucl)  Miaaich)  Mienen) M2l M2l ez
Balance at 30 Juneand  #201956A30A A
1 July 2019 TR1ENRE 4,600,000 1,270,924 453,841 (490) 135,194 303,034 338,618 7,101,121 688,561 7,789,682
Changes in equity for the  EZ2019F12A31A 1
six months ended 6EANERZE
31 December 2019:
Profit for the period HRH - - - - - - 128,973 128,973 33,234 162,207
Other comprehensive income £ 1434 iz - - - 894 - - - 894 - 894
Total comprehensive income A Mz AF = = = 894 = = 128,973 129,867 33,234 163,101
Equity withdraw by FERBRERR L
non-controlling interests - - - - - - - - (42,771) (42,771)
Equity settled share-based WAz R 2
payment (Note 20) (#i#20) - - 5,652 - - - - 5,652 = 5,652
Cash dividends paid to pE Sl $5dopd
non-controlling interests RelRe - - - - - - - - (3,060) (3,060)
Balance at 31 December ~ R2019512831R
2019 HE 4,600,000 1,270,924 459,493 404 135,194 303,034 467,591 7,236,640 675964 7,912,604

The notes on pages 79 to 132 form part of this interim financial FET79H £1328 B & Mt 5E #8 Ak A~ HA 81 7%
report. MR —F D
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Consolidated Statement of Changes in Equity — unaudited

AEBERHNERREZE DR

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

Attributable to equity shareholders of the Company

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

Rx  RHEE EAAR  FEER BEBAR Ef D] At i At
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMB'000  RMB'000
ABBFL ARBTT ARETT ARBTRL AREFT ARETR AREFT ARETZ AREFT ARETZ

Note 21(b)  Note 21(c)) Note 21(c)ij) Note 21(c)fy) Note 21(c)ii) Note 21(c)fi) Note 22
Haone  Ha21e) HaEzien B2y Wi B2l Hitoo
Balance at 1 January 2020 4202051518 M&E 4,600,000 1,270,924 459,493 404 135,194 303,034 467,591 7,236,640 675,964 7,912,604
Changes in equity for the 2202056 A30A It
six months ended 6EAHENER2D
30 June 2020:
Profit for the period BT = = = = = = 124,122 124,122 20,214 144,336
Other comprehensive income  E 474 Wiz - - - 2263 - - - 2,263 - 2,263
Total comprehensive income  £3A Mz A &t = = = 2,263 = = 124,122 126,385 20,214 146,599
Equity settled share-based WAz BB 2
payment (Note 20) (H3 20) = - 3,330 = = = = 3,330 = 3,330
Appropriation to ROARAE
surplus reserve - - - - 43,908 - (43,908) - = =
Cash dividends paid to BEEal:2 S5dpd
non-controling interests Rk e - - - - - - - - (21,433) (21,433)
Balance at 30 June 2020 /42020565 30H # % 4,600,000 1,270,924 462,823 2,667 179,097 303,034 547,810 7,366,355 674,745 8,041,100

The notes on pages 79 to 132 form part of this interim financial 798 21328 Bk M 7k 18 5k A4S P A B7 75
report. WM —& e
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Condensed Consolidated Cash Flow Statement — unaudited

AREZHNEPSHRERER

For the six months ended 30 June 2020 # =2020F6 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( b X E S A FTiEIN IUAAREF IR )

Six months ended 30 June

E Z6H30H L6 B
2020 2019
20204 20194
RMB’000 RMB’000
AR¥FT ARETF T
Operating activities KEEE
Cash generated from operations CEFTHELENHR 1,969,292 1,472,451
PRC income tax paid X TEFR ISR (74,561) (106,769)
Net cash generated from KRETHEENRSTHE
operating activities 1,894,731 1,365,682
Investing activities REEE
Proceeds from sale of investments & & & Fi 15 28 199,815 968,339
Proceeds from investments and CREEREHRIERE
dividends received Y W B B9 3R & 6,444 5,081
Proceeds from sale of property, BREVE HE- REK
plant and equipment and HithIE R B) & EE P15 50 IR
other non-current assets 396 5,406
Purchase of equity interests of B IE#E i) R e U
subsidiaries from non-controlling B /2B X B R A <2 A M FRIB
interests - (55,000)
Payment for the purchase of SNBEWME BERZER
property, plant and equipment HindEms & EM IR
and other non-current assets (8,396) (86,657)
Payments on acquisition of SR E IR
investments (25,348) (1,069,958)
Net cash generated REZBEE(FEAB
from/(used in) REeERE
investing activities 172,911 (232,789)

The notes on pages 79 to 132 form part of this interim financial FT79B E1328 AT M s 18 A 2 o HA B 75
report. WwEH—EH D
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Condensed Consolidated Cash Flow Statement — unaudited
AEREZHNEPSHRERER

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

Six months ended 30 June

B Z6A30H L6MEA
2020 2019
2020F 2019%F
Note RMB’000 RMB’000
k=3 AR¥FT ARETFoT
Financing activities E -9r))
Net decrease of financial assets B OISR EERE
sold under repurchase agreement 55 %8 (31,130) (52,736)
Net decrease of interest-bearing TEEIFRS R
borrowings (830,814) (225,991)
Net repayment from the issuance of ZX1T{E%5 & KB E 5
debt securities (1,328,877) (798,585)
Dividends paid to non-controlling  [A1 JE#2 il 14 #E 25 52 5 B R B
interests (21,433) (22,567)
Interest paid A EF B (242,462) (359,031)
Capital element of lease rentals paid X HHAEH & HAE 5D (15,063) (9,725)
Interest element of lease rentals paid Xz 1 897 & & &9 7] 8 2 2 (1,103) (4,576)
Net cash used in BEETRCEANESFE
financing activites (_214_7_0_,8_8_2_) _______ (_1_{7_3_@1_1_)
Net decrease in cash and EBESRLFE
cash equivalents (403,240) (340,318)
Cash and cash equivalents 11 BESRBEESEEY
at 1 January 1,636,063 1,903,197
Effect of foreign exchange SMEERESEHTE
rate changes (8) (34)
Cash and cash equivalents HR6A30EEEREASEEY
at 30 June 7 1,232,815 1,562,845

The notes on pages 79 to 132 form part of this interim financial

report.
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Notes to the Unaudited Interim Financial Report

RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

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 31
August 2020.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2019
annual financial statements, except for the accounting policy
changes that are expected to be reflected in the 2020 annual
financial statements. Details of any changes in accounting
policies are set out in Note 2.

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

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions
that are significant to an understanding of the changes
in financial position and performance of the Group since
the 2019 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 68 to
69.
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Notes to the Unaudited Interim Financial Report

S

REER R B R RS MY R

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh YA REFILIIR)

CHANGES IN ACCOUNTING POLICIES

The Group has applied the following amendments to
HKFRSs issued by the HKICPA to these financial statements
for the current accounting period:

° Amendments to HKFRS 3, Definition of a Business

° Amendment to HKFRS 16, Covid-19-Related Rent
Concessions

Other than the amendment to HKFRS 16, the Group has not
applied any new standard or interpretation that is not yet
effective for the current accounting period. Impacts of the
adoption of the amended HKFRSs are discussed below:

Amendments to HKFRS 3, Definition of a Business

The amendments clarify the definition of a business and
provide further guidance on how to determine whether a
transaction represents a business combination. In addition,
the amendments introduce an optional “concentration test”
that permits a simplified assessment of whether an acquired
set of activities and assets is an asset rather than business
acquisition, when substantially all of the fair value of the
gross assets acquired is concentrated in a single identifiable
asset or group of similar identifiable assets.

As the Group did not enter into any acquisition during the
interim reporting period, the amendments have no impact on
the Group’s interim financial report.

Amendment to HKFRS 16, Covid-19-Related Rent
Concessions

The amendment provides a practical expedient that
allows a lessee to by-pass the need to evaluate whether
certain qualifying rent concessions occurring as a direct
consequence of the COVID-19 pandemic (“COVID-19-related
rent concessions”) are lease modifications and, instead,
account for those rent concessions as if they were not lease
modifications.
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Notes to the Unaudited Interim Financial Report

% R B B R R S Y R

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

Amendment to HKFRS 16, Covid-19-Related Rent
Concessions (Continued)

As there is no material rent concession granted to the Group
during the interim reporting period, the amendment has no
material impact on the Group’s interim financial report.

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

Based on the Group’s operation network across the country,
this segment mainly provides integrated financial services
and solutions to a range of small sized and micro enterprises
(“SME enterprises”). These services includes credit guarantee
business and capital business (capital business mainly
includes accounts receivables for factoring business, bill
discount business, and entrusted loans), financial assets
management, and other services.

SME Lending

With the Group’s microfinance companies established in
Chongging, Chengdu, Tianjin, Shenyang, Nanning, Guiyang,
Nanjing 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 provides capital investment services to a range
of SME enterprises that have growth potential and value, by
utilization of fund under their ownership and raising funds
through cooperation with external institutions.
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Notes to the Unaudited Interim Financial Report

RAEEX R TR E M

For the six months ended 30 June 2020 & £202096 A30H -61E A

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

3 SEGMENT REPORTING (CONTINUED)

SEMEIN AAARETITIIR)

3 oM®mE (&)

Others

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.

(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.

The Group has further restructured the assessment and
management on business segments and optimized the
resource allocation at Group level during the reporting
period. Compared to the prior years, the current
segment structure better reflects current management
model of the Group. The comparative figures for
the period ended 30 June 2019 have been restated
accordingly.
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Notes to the Unaudited Interim Financial Report

RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

3 SEGMENT REPORTING (CONTINUED) 3 EHE (&)
(a) Segment results, assets and liabilities (@) 2HFAB - BEEREE (F)
(Continued)
Information regarding the Group’s reportable segments H E2020F6 A30E M AEEE
as provided to the Group’s most senior executive B MR e LA 9 3 o Bl & TR A
management for the purpose of resource allocation and FESBEEN D BEMI R
assessment of segment performance for the six months T

ended 30 June 2020 is set out below:

Six months ended 30 June 2020

B 22020%6A30H 1618 A
Partnership Capital
Finance SME  Investment and
Business Lending  Management Others Total
EXRER
BHEREH FEEK EBXH Rt %% ait
RMB’000 RMB’000 RMB’000 RMB’000 RMB000

ARR TR ARRTR ARETR ARETT ARRTFR

Net guarantee and ERRFABIHA

consulting fee income 267,286 - - - 267,286
Net interest and handling fee ~ Fl2 R FEEZFMA/

income/(expense) (Zit) 108,659 216,665 7,951 (91,478) 241,797
Reportable segment AHUA/ ()

income/(expense) 375,945 216,665 7,951 (91,478) 509,083

Net trading gains/(losses) RPEER 47,128 (13,215) (613) (23,187) 10,113
Net foreign exchange losses B /F %8 % - - = ] ©

Other net income FHA 30,047 3,931 1,469 16,455 61,802
Operating income EENA 463,020 207,381 8,807 (98,218) 580,990
Share of profits of associate  #B & AEERNRENE 949 - 2 37,873 38,824
Reversal for guarantee losses BEEREEEES 1,187 S = = 1,187
Impairment losses BEREEX (77,047) 24,639 245 (41,171) (93,334)
Operating expenses EERM (136,020) (74,600) (3,511) (111,971) (326,102)
Reportable segment profiy 2 EBH#FE/ (B%)

(losses) before taxation 252,089 157,420 5,543 (213,487) 201,565
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Notes to the Unaudited Interim Financial Report

RAC TR R B B R R S M R

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

3 SEGMENT REPORTING (CONTINUED) 3 AWHmE (&)
(a) Segment results, assets and liabilities (@) 2HAB - EEREE (F)
(Continued)
At 30 June 2020
202056430
Partnership Capital
Finance SME  Investment and
Business Lending Management Others Total
EXRER
BHEREH EEER EBEH ¥R CH
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBFR ARKBFR ARBFR ARBFR ARRTT

Segment assets PHEE 8,158,550 2,981,727 587,975 3,199,787 14,928,039
Segment liabilties PHER (4,160,585) (1,845,627) (854,912) (570,703) (7,431,827)
Six months ended 30 June 2019
HZ201956A307 L6f A
Partnership Capital
Finance SME  Investment and
Business Lending Management Others Total
BARER
BHEHXE EEXHK BREH Bt aif
RMB000 RMB000 RMB000 RMB000 RMB000
ANEEFT ANRETT AREFT ANREFT AREFT
Net guarantee and ERRAAEFUA
consulting fee income 324,321 - - - 324,321
Net interest and handling FERFEEFUN/
fee income/(expense) (Zith) 117,169 246,875 6,677 (111,195) 259,526
Reportable segment AHRA/ (Xt
income/(expense) 441,490 246,875 6,677 (111,195) 583,847
Net trading gains/(losses) R5FEE 26,025 - (4) (6,951) 19,070
Net foreign exchange losses ~ [EJ #EX - - - (34) (34)
Other net income H it FHA 2,482 3,669 2,535 (2,821) 5,865
Operating income EENA 469,997 250,544 9,208 (121,001) 608,748
Share of profits of associate  HB & ERAM K E MG 6,198 = 4775 11,454 22,407
Share of losses of joint venture A% CE£RRHRERK (4,305) - - - (4,308)
Reversal for quarantee losses  EEEREEEES 1,301 - - - 1,301
Impairment losses EEREEL 9,512 (54,626) (2,441) (11,402) (58,957)
Operating expenses EELM (164,499 (73,740) (4,718) (136,896) (379,858)
Reportable segment profit/ A &HAIHE/ (BX)
(losses) before taxation 318,204 122,178 6,824 (257,845) 189,361
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B R E MRE

x

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

3 SEGMENT REPORTING (CONTINUED) 3 DEHE (F)
(a) Segment results, assets and liabilities (@) 2HFAB - BEEREE (F)
(Continued)
At 31 December 2019
72019512318

Partnership Capital

Finance SME  Investment and
Business Lending Management Others Total

EXRER
BHEHEHR EEXHK ERER A% CH
RMB 000 RMB000 RMB000 RMB000 RMB000
ANEEFT AREFT AREFT ANREFT AREFT
Segment assets PHEE 9,250,813 3,941,942 601,007 3,198,939 16,992,791
Segment liabilities AHER (4,735,368) (2,128,626) (844,430) (1,905,532) (9,613,956)

(b) Reconciliation of reportable segment assets

(b) 7 BMEEMNFEG

At 30 June At 31 December
2020 2019
7420204 20194
6830H 12H31H
RMB’000 RMB’000
AR FTT AR T

Assets BE
Reportable segment assets DEEE 14,928,039 16,992,791
Deferred tax assets BIEMESREE 544,888 533,769
Consolidated total assets BEAG 15,472,927 17,526,560
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B R A B R R S M R

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

4 PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging/crediting:

(a)

(b)

Interest and commission expenses

4 FBiATRE
BATFIEE MB, ik

(@ MERFHEEXH

Six months ended 30 June

B Z6H30H L6 A
2020 2019
20204 20194
RMB’000 RMB’000
AR Fr ARETFoT
Interest on debt securities issued &% 217 Fl & 55,905 130,707
Interest on borrowings B3 S 133,063 175,464
Interest on financial assets sold &= i[O E & gt & = 5 2
under repurchase agreements 11,740 5,195
Commission expenses paid NNREFES S
in relation to
SME lending business 40,926 31,272
Interest on lease liabilities HEBBEMNESH 1,103 4,576
Other commission expenses EMFEETH 11,633 17,344
254,370 364,558
Other operating income, net (b) HMEEZFWA
Six months ended 30 June
EH Z6H30H 1L61E A
2020 2019
20204 20194
RMB’000 RMB’000
AR FrT ARMFr
Commission income of RS NFEBWA
insurance broker business 15,943 19,003
Commission expenses of RELLAEEZ N
insurance broker business (13,659) (16,263)
Gain on disposal of long-term RERAARERE W=
investments 55,006 451
Government grants IS 8 B 6,473 5,697
Dividend income from financial AR EBEFTFERN
assets measured at fair value SREENRKREWA 6,444 2,670
Rental income from properties HEEEMNHES WA 4,433 1,824
Others HAh 662 261
75,302 13,643

Hanhua Financial Holding Co., Ltd.
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(c) Operating expenses

% R B B R R S Y R

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

4 PROFIT BEFORE TAXATION (CONTINUED)

BRI A E (&)

(c) E&x

Six months ended 30 June

B Z6H30A L6 A
2020 2019
20204 20194
RMB’000 RMB’000
AR¥FTT AREFT
Staff costs 8 T % il
— Salaries, wages, bonuses and — T & #%  EE K
other benefits H AR 176,427 184,714
— Contributions to retirement —EZRE
schemes 17,990 30,328
— Equity-settled share-based — RS E D
payment expenses THRAX 3,330 8,176
Operating lease charges in FEREHEER
respect of buildings 7,900 6,803
Travel expenses i 6,788 16,194
Depreciation expenses & MEEBRNEEER
amortisation expenses
— Owned property, plant and — B RN BE A
equipment and REANEREE
intangible assets 40,361 26,065
- Right-of-use assets —FRAEEE 15,288 16,300
Office expenses WANE 5,763 12,507
Tax and surcharges & KB o0 6,228 7,362
Others H At 46,027 71,404
326,102 379,853
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REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

5 INCOME TAX 5 Fr8#H

88

Six months ended 30 June

HZ=6H30H LL6{@ A
2020 2019
20205 20194
RMB’000 RMB’000
AR FT ARE T
Current tax EHMEH
Provision for PRC income tax NEAGHIR R B FTS R (M 7E)
for the period (Note) 68,348 83,074
Deferred tax (Note 14) EFEFTBR (Mt 14)
Origination and reversal of B A= R A EE A K B
temporary differences (11,119) (24,526)
57,229 58,548

Note:

Except for 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., 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
Enterprise Management Consulting Co., Ltd., the Company and
its subsidiaries are subject to PRC income tax rate of 25%. Huiwei
Hong Kong Holdings Co., Ltd., Hanhua Hong Kong Holdings Co.,
Ltd. and HWA Asset Management Limited are subject to HK income
tax rate of 16.5%.

Hanhua Financing Guarantee Co., Ltd., Chongging Hanhua Assets
Management Co., Ltd., Chongging Hanhua Micro-credit Co.,
Ltd. Sichuan Hanhua Financing Guarantee Co., Ltd., Chongqging
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 2020 and 2019.

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR

Wizt -

BREREERRNHERAR BEESHE
EEERARAR BEEMBHENEER
EREERAR WIBHEREERERA
A EERIGHREERAR BED
BENEERAERAR EETERED
ENEERERAR L RBERAER R
BERAE WIIMENEERERARAR
ERARITMEMEEERZAERAA N
- AN B e E BT BB R A1 4R FR26% 1 B P
EHBREHG -EMEEERERAR]
BERBERAERABNARENEEER
ERARERNBEREMSHER16.5% -

BEREERBROBBRAG EEFRESE
EEBARAR - EEMHENEERE
REMFAR O)IHERERRERAR
BEERIGHMREBRAR  BEETMER
EHENEERARRD AR HEE
BRAERARAFTEEIARETKESR
B4 % B R & 220194 K2020%6 A
30R L6 AZHEERE5% -
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RAE

ERF MR E M

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

INCOME TAX (CONTINUED)
Note: (Continued)

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 2020 and 2019.

Beijing Hanhua Internet Technology Co., Ltd. is a qualified high-tech
enterprise and is therefore entitled to preferential tax rate of 15%
during the six months ended 30 June 2020 and 2019.

Horgos Huiwei Enterprise Management Consulting 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.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on
the profit attributable to ordinary shareholders of the
Company of RMB124,122,000 (six months ended 30 June
2019: RMB112,839,000) and the weighted average of
4,600,000,000 ordinary shares (six months ended 30 June
2019: 4,600,000,000) in issue during the interim period.

There were no dilutive potential ordinary shares during the
six months ended 30 June 2020 and 2019, and therefore,
diluted earnings per share are the same as the basic
earnings per share.

Frig®t (&)
#iE: (8)

MEMHENEERERABZ —RUN
EREMKRERRTEABIGENEE.
It 7 8 £20194F k202056 A30H IE61A
AZF15%NBEEFHEK -

IRBHEFAXRBEBERARAE—RFTE
BENCEFRRESNLE  ALES
Z20194 20204665300 L6 B = H
15% M B EFL R o

ERRIMEMCEEEFZRABRARE
20161 A26B B AERMRITMm A BEE D
¥ ABEEXRENE F—FEFAFE
REeBMPBERER URBEREETF
TR 2.50%H B BT 15 i o A BE B 7% R &
Ve R ONEIE TR e R R WS EER =X S=viik

=208

EXATBRKEEREATHEEE
RARAREBARBRENFBEAR
#124,122,0007T (& £20194%6 A
30H IE61E A : 112,839,000 ) &
4,600,000,000% 2 #% 17 & i/ fx &9 104
T 8 (E E£2019%6 A30H IE61A
A :4,600,000,0000% ) 5+ & -

MR E 220199 2020456 A30H 1:6
A RBEEBEAHENLEK:
I HESRREEERELRTR Y

2
S

Bt
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REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

7 CASH AND CASH EQUIVALENTS 7 E¥ED
At 30 June At 31 December
2020 2019
7202045 R20194F
6H30H 12H31H
RMB’000 RMB 000
AR¥Fr ABRBFor
Cash on hand EfFRE 94 99
Cash at banks RITER 1,232,721 1,635,964
Cash and cash equivalents in the EHBRERERNEBES
consolidated cash flow statements 1,232,815 1,636,063
The Group’s operation of guarantees and loans to customers AEBTEHRELERRFREMNER
services in the PRC are conducted in RMB. RMB is not a LEFRGEAARE ET ARKIW
freely convertible currency and the remittance of RMB out JEATERABNER §ARKED
of the PRC is subject to the relevant rules and regulations FR B35 SN E 52 HR B BUET A8 5 # 48 B8 SN
of foreign exchange control promulgated by the PRC B B 1l 5% Al SR AR P AR PR ©
government.
At 30 June 2020, cash at banks deposited in related parties R2020%6 A308 ' SRITERF A A
was amounted to RMB109.0 million (31 December 2019: R #109.08 &t (2019F12H31H
RMB384.1 million). ARM384 1B ETT) FRN B -
90 Hanhua Financial Holding Co., Ltd.
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RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

TRADE AND OTHER RECEIVABLES 8 EWRHMEKNKE
At 30 June At 31 December
2020 2019
7202045 R20194F
6H30H 12H31H
RMB’000 RMB’000
AR T AR TFr

Receivables for default payments JEUWREFK (H/228(a))

(Note 8(a)) 775,987 741,259
Trade receivables JE W BR 5k 90,806 89,096
Less: Allowance for doubtful debts W BERERE (HiE8(b))

(Note 8(b)) (343,196) (285,493)
__________________________________________________________ 523,597 544862
Interest receivables JE W 1) B, 97,423 88,845
Receivables for assets disposal FE Y B E iR K 827,890 717,627
Other prepayments, deposits and HiBEMARE Fek

other receivables H {th & U FR I8 336,789 282,764

1,785,699 1,634,098
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REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

8 TRADE AND OTHER RECEIVABLES 8 EBWRHEMEWNKE (&)
(CONTINUED)
(a) Aging analysis: (a) BRiR AT :
As of the end of the reporting period, the aging analysis REEHR RIBEZEZER B R
of receivables for default payments, based on the B 52 AR 22 18 1Y JE (B SR A BR
invoice date and net of allowance for doubtful debts, is oM :
as follows:

At 30 June At 31 December

2020 2019
120205 20194
6H30H 12H31H
RMB’000 RMB’000
AR FrT ARET T
Within 1 year (inclusive) —FUAAR(E—F) 130,081 137,867

Over 1 year but less than 2 years —Z —4F (& —4)
(inclusive) 145,490 140,105

Over 2 years but less than 3 years —E=4F (5 =4)
(inclusive) 119,069 109,446

Over 3 years but less than 4 years =Z /U4 (P94 )
(inclusive) 92,372 81,827

Over 4 years but less than 5 years WE R F (& H4F)
(inclusive) 85,034 137,183
Over 5 years RELE 203,941 134,831
775,087 741,259
Less: Allowance for doubtful debts Ji : 22 BR % 45 (343,196) (285,493)
432,791 455,766
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% R B B R R S Y R

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

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 BWKRHMEBWNRE (&)

(b) FE U AL B R :

U ERNEERBERRAR
HARRD I BFRIEA K E R & K E
BRRENREEM EXBR
T BEREERSERNER
RAE AL SH -

AT RAHENEREFED:

At 30 June At 31 December

2020 2019

7202045 20194

6H30H 12H31H

RMB’000 RMB’000

AR®FrT AREFr

At the beginning of the period/year 7 %R %5 EAER /& ¥) 285,493 342,032

Charged/(reversal) in the RefHEmE

consolidated statements of iR (#[E)

profit or loss 58,225 (3,531)

Recoveries g B 2 4% 4 9,518 43,594

Write-offs NEARZ8H (10,040) (96,602)

At the end of the period/year RERESHIER R 343,196 285,493

At 30 June 2020, the Group’s receivables for default
payments of RMB776.0 million (31 December 2019:
RMB741.3 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
RMB343.2 million (31 December 2019: RMB285.5
million) were made at 30 June 2020.

R2020F6 H30H K& B A A
R®776.08 8T (20195124
1B : ARB7T41 3B ET) W E
WREFREBEBPERBLLE
WEETE AR E o BB R W KIE S
LB BRENER MEEREE
o B A B IR TR FTE e U = & R B
19 H) & UL F IR - It - B 722020
F6H30H E A R#343.27
2T (2019%12H31B: AR
285.5B B L) IR M -
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REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

9 RECEIVABLES FOR FACTORING BUSINESS 9 REURENR

At 30 June At 31 December
2020 2019
7202045 R20194F
6H30H 12H31H
RMB’000 RMB’000
AR Fr AREFT
Receivables for factoring business FEWURIR 3K (B #29(a))

(Note 9(a)) 1,371,511 1,706,544
Add: Interest Receivable o E R 73,529 61,939
Less: Allowance for doubtful debts B AR (B EE9b))

(Note 9(b)) (42,232) (32,448)
1,402,808 1,736,035

#H £2020F6 8308 © JE U 1R IE K P
PEEHEBEHN TERNERRE
BAR®E277.88 & T (2019F12 8
318 : AR¥308.9B &) (Wit

Receivables for factoring business which have been pledged
for the repurchase agreements amounting to RMB277.8
million (31 December 2019: RMB308.9 million) as at 30 June
2020 (see Note 17).

17) °
(a) Overdue receivables for factoring business (a) EEEERRERRBABHR
analysed by overdue period (exclusive interest (AT EBEEKRFE) :
receivable)
At 30 June At 31 December
2020 2019
720205 20194
6 H30H 12H31H
RMB’000 RMB 000
AR¥T T AR TFor
Overdue within 3 months B EASE A LA (Z31E A )
(inclusive) 49,900 21,500
Overdue between 3 months and  #EHi31E A =61E A
6 months (inclusive) (Z6fd A) 11,000 2,527
Overdue between 6 months and  #E161E A =14 (£14F)
1 year (inclusive) 3,527 4,197
Overdue more than one year BHIFE L £ 32,467 33,990
96,894 62,214
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RAEE R P BB RS RS YR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

9 RECEIVABLES FOR FACTORING BUSINESS 9 EWRER (&)

(CONTINUED)

(b) Impairment of receivables for factoring business (b) EWRERNEERERK
Impairment losses in respect of receivables for factoring FERRIBRAE EREBKAE
business are recorded using an allowance account EiRE 8 RIFEAKRERRKD
unless the Group is satisfied that recovery of the amount FEARENHEEN EZBR
is remote, in which case the impairment loss is written T -BEREEXLEEEZLEK
off against receivables for factoring business directly. RIEBFRIZEH -

At 30 June 2020
1202056 A30H
Lifetime
ECL Lifetime
12-month Not-credit ECL credit
ECL impaired impaired Total

ERER ERER

MR MREM

FF12{8 A BRARX FRAX

ek RBE [55: £
BRRX R ARE ERRE Bt
RMB’000  RMB'000  RMB’000  RMB’000
ARBTT ARETHT ARETT ARETT

At 1 January M A1E 19,424 2,263 10,761 32,448
Transfer: PE ER i i
- to lifetime ECL not-credit —-EZREFESRRA
impaired EHEREX
AEEERARE (697) 697 = =
— to lifetime ECL credit-impaired — Z & EFEHK
BHEREBX
BREEARE (192) (689) 881 -
(Reversal)/charge for the period 7R (#[@) /542 (151) 1,911 10,214 11,974
Write-off N A - - (2,190) (2,190)
At 30 June R6A308 18,384 4,182 19,666 42,232
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For the six months ended 30 June 2020 & £202096 A30H -61E A

Notes to the Unaudited Interim Financial Report

(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

9 RECEIVABLES FOR FACTORING BUSINESS 9 EWRER (£#)
(CONTINUED)
(b) Impairment of receivables for factoring business (b) EWRERNEERERKX
(Continued) (%)
At 31 December 2019
R2019F12A31H
Lifetime
ECL Lifetime
12-month Not-credit ECL credit
ECL impaired impaired Total
BT E BEFE
HiNTa TR R
AIK12{E A EREX fER#EX
TEH REE B4
EREX ERRE ERRE &t
RMB’000 RMB’000 RMB'000 RMB'000
AREFT AREFT AREFT ARETFTL
At 1 January R1A18 35,017 4,117 3,113 42,247
Transfer to lifetime ECL EREREEEFESNN
credit-impaired EHEREX
BREGRARA (19) (804) 823 -
(Reversal)/charge for the year N4 (E[@) /51 (15,574) (1,050) 6,825 (9,799)
At 31 December MM2A318 19,424 2,263 10,761 32,448
96 Hanhua Financial Holding Co., Ltd.
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RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHRERRBR

(a) Analysed by nature (a) BHEEDW
At 30 June At 31 December
2020 2019
A2020F HR20194F
6H30H 12H31H
RMB’000 RMB’000
AR¥TFor AR T
Micro and Small Loans NEEE K 2,573,208 3,700,654
Entrusted loans ZEE R 1,441,755 1,161,615
Gross loans and advances to LN E RN B R A5
_eustomers e 4,014,963 4,862,269
Add: Interest receivable hn s pE USRS 99,690 106,026
Less: Allowances for impairment & : & ZURE £ 4
losses (229,161) (290,837)
Net loans and advances to LRER N B FEEE
customers 3,885,492 4,677,458

Loans and advances to customers included loans under

R2020%F6 H30H ' W E A K

DR BEEHRBEAHNTE
FREZ HIEEEEAAREKE
17.08 & 7T (2019412 A31H
BAREITOBE L) (RAT:F

17) °

repurchase agreements, amounting to RMB17.0 million
as at 30 June 2020 (31 December 2019: RMB17.0
million) (Note 17).

R2020F6A30H  BEWME K K&
BRFBERAEESHIEED
ERTEL RN ERELEE
MEEN/NEEF EiREEEA
A ANR¥826.88 & it (122019
F12A31B B ARKI10.5H B
JL) e

Loans and advances to customers included loans of
RMB826.8 million arising from the consolidation of
trust plans in which the Group hold the subordinated
tranches as at 30 June 2020 (31 December 2019:
RMB910.5 million).
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RAEEX R TR E M

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 XWMERKBER (£F)
(CONTINUED)
(b) Analysed by industry sector (b) BITEDW
At 30 June 2020 At 31 December 2019
120206 830H 201912 A31H
RMB’000 % RMB’000 %
ARETT % ARETFT %
Leasing and commercial MEMEERS
services 549,283 13.68% 367,087 7.55%
Wholesale and retalil BEMTEE 461,871 11.50% 389,463 8.01%
Real estate i E 287,000 7.15% 335,040 6.89%
Construction EEX 63,680 1.59% 85,836 1.77%
Manufacturing FEE 49,458 1.23% 46,968 0.97%
Others Hih 223,001 5.56% 193,720 3.98%
Micro-lending N EE K 1,634,293 40.71% 1,418,114 29.17%
Retail loans A& 2,380,670 59.29% 3,444,155 70.83%

Gross loans and advances to B ME R N A E 5

customers 4,014,963 100.00% 4,862,269 100.00%
Add: Interest receivable o0 FE R B 99,690 106,026
Less: Allowances for B EFOREEE
impairment losses (229,161) (290,837)
Net loans and advances BRER R FRE
to customers 3,885,492 4,677,458
98 Hanhua Financial Holding Co., Ltd.
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RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERRBK (&)

(CONTINUED)

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

At 30 June At 31 December
2020 2019
2020F 20194
6H30H 12H31H
RMB’000 RMB’000
AR T AR TFr
Secured loans EERE K 3,107,166 3,504,520
Guaranteed loans REEK 568,441 899,601
Unsecured loans ERERER 339,356 458,148
Gross loans and advances to EHER MR ARTE
customers 4,014,963 4,862,269
Add: Interest receivable hn s U F & 99,690 106,026
Less: Allowances for impairment & - & ZURE 24
losses (229,161) (290,837)
Net loans and advances to BEWER MR FEE
customers 3,885,492 4,677,458

(d) Overdue loans analysed by overdue period (d) EAHERNBIIRD T
(exclusive interest receivable) (TEEEKFEL)
At 30 June At 31 December
2020 2019
120205 20194
6H30H 12H31H
RMB’000 RMB’'000
AR¥ T AR T
Overdue within 3 months (inclusive) 3 8131 A LA A (£ 318 A ) 199,217 173,678
Overdue between 3 months and  #1Hi31E A £61E A
6 months (inclusive) (&6f@ A ) 102,662 94,237
Overdue between 6 months and #1618 A =14 (£14)
one year (inclusive) 65,557 125,540
Overdue more than one year BEIE LA E 128,213 172,629
495,649 566,084

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

or more.

EBHEREEEHALS A2
FABBEIRLIA EWERK-
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Notes to the Unaudited Interim Financial Report
REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERRBRK (F)
(CONTINUED)
(e) Analysed by methods for assessing allowances (e) BBEEBXEFESTAMELTESD
for impairment losses #
At 30 June 2020
R2020%6 A30H
Lifetime
ECL Not Lifetime
12-month credit ECL credit
ECL impaired Impaired Total

BEFHY  EAFES
RARRRX HBEAGRRX

KR12f8 A RRE BRE
BRAERRX ERRE ERAE &t
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT  ARETT  ARBEFT  ARETR

Micro-lending IMEEEER 1,488,470 2,137 143,686 1,634,293
Retail Loans AAER 2,045,578 113,021 222,071 2,380,670
Gross loans and advances to BHMET KRBT AR

customers 3,534,048 115,158 365,757 4,014,963
Add: Interest receivable o ERF S 99,690 - - 99,690

Less: Allowances for impairment - B XA EER

losses (98,248) (12,880) (118,033) (229,161)
Net loans and advances to BHETRBFFR
customers 3,535,490 102,278 247,724 3,885,492

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

RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHAERRBRK (F)
(CONTINUED)
(e) Analysed by methods for assessing allowances (e) BBEBLAERGESTMAEESD
for impairment losses (Continued) (&)

At 31 December 2019

20195124317
Lifetime
ECL Not Lifetime
12-month credit ECL credit
ECL impaired Impaired Total

REFES  EEREH
BHERAX REGHEX

AFK12(8A REE B&E
RARERAAX fERRE fERRE CE
RMB 000 RMB 000 RMB 000 RMB'000

NEETT  ANEETT  ARETT  ARETT

Micro-lending NI EET 1,262,758 = 155,356 1,418,114
Retail Loans EAER 3,091,572 98,947 253,636 3,444,155
Gross loans and advances to EMETRBR e

customers 4,354,330 98,047 408,992 4,862,269
Add: Interest Receivable o EKH S 106,026 = = 106,026

Less: Allowances for impairment 8- BEXAEER

losses (102,932) (10,438) (177,467) (290,837)
Net loans and advances BHETRBFFR
to customers 4,357,424 88,509 231,525 4,677,458
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Notes to the Unaudited Interim Financial Report

RAEEX R TR E M

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERRBRK (F)
(CONTINUED)
(f Movements of allowances for impairment losses (f) BEBEBXEESHNES
At 30 June 2020
12020F6A30H
Lifetime
ECL Not Lifetime
12-month credit ECL credit
ECL impaired Impaired Total
BETED BEFED
BEEREL FBEHEREX
FK12M8A REE B4
BAHEREX ERRE ERRE A&t
RMB’000 RMB’000 RMB’000 RMB’000
AEEF7 ARETT ARETT ARETT
At 1 January ME1E 102,932 10,438 177,467 290,837
Transfer: i g
- to 12-month ECL ~RR12ERBEHEREL 2,808 (893) (1,915) -
- to lifetime ECL -BEGFESEEEREL
not credit-impaired AEEEBARENER (498) 498 = =
- to lifetime ECL credit-impaired ~ —2EFEHBHEREL
BREERRBNER (5,352) (1,397) 6,749 =
(Reversal)/charge for the period A5 (#[E) /512 (1,642) 4,234 4,154 6,746
Write-offs RER - - (74,179) (74,179)
Recoveries WEBZEERRER - - 5,757 5,757
At 30 June 768308 98,248 12,880 118,033 229,161

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

RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHAERRBRK (F)
(CONTINUED)
(f Movements of allowances for impairment losses (f) BEBRBXEESNES (£F)
(Continued)

At 31 December 2019

20195124317
Lifetime
ECL Not Lifetime
12-month credit ECL credit
ECL impaired Impaired Total

REFES  EEREH
BHERRAX REGHEX

AFK12(8A REE B&E
REARRAAX fERRE fERRE CE
RMB 000 RMB 000 RMB 000 RMB'000

NEETT  ANEETT  ARETT  AEETT

At 1 January M A1R 128,368 17,989 172,850 319,207
Transfer: PE ey A
- to 12-month ECL ~RR12EABHREREX 2,511 (2,257) (254) -
- to lifetime ECL -BEGEHEHEREL
not credit-impaired AEEERRBENER (691) 767 (76) -
- 1o lifetime ECL credit-impaired ~ —EEFEHEEEREX
BEECRARBENER (5,374) (1,888) 7,262 =
(Reversal)/charge for the year A& (8E) /R (21,882) (4,173) 144,318 118,263
Write-offs KERZH - - (161,980) (161,980)
Recoveries WEEZHERLBR = = 15,347 15,347
At 31 December M12A318 102,932 10,438 177,467 290,837
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RAC TR R B B R R S M R

For the six months ended 30 June 2020 & £202096 A30H -61E A

(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

Notes to the Unaudited Interim Financial Report

10 LOANS AND ADVANCES TO CUSTOMERS 10 BRERRBK (&)

(CONTINUED)

(g) Analysed by credit quality

(9) BEERENTHIRMOT

At 30 June At 31 December
2020 2019
A20205F R20194F
6H30H 12H31H
RMB’000 RMB’000
AR¥Fr AR TFor
Gross balance of loans and RK12{E AEHI{E BBk
advances to customers that BERER N BRLATE
are assessed for
12-month ECLs
— Neither overdue nor —BERB At REE A
credit-impaired ERRE 3,561,004 4,402,211
— Overdue but not credit-impaired — E 38 88 7k 3% 4 {5 A& 72,734 58,145
Sub-total . L 3,633,738 ~  __ 4,460,356
Gross balance of loans and BEAGFERAZEESHER
advances to customers that BRERER KRB RAEE
assessed for lifetime ECLs
not credit-impaired
— Overdue but not credit-impaired — 2@ HABRZEEEHIEL 115,158 98,947
Sub-total NG 115,158 98,947
Gross balance of loans and REFEHEBRLETEHREH
advances to customers that BRENER N BRLATE
are assessed for lifetime ECLs
credit-impaired
— Not overdue but credit-impaired — AR #EHI 2 2 4 1= BRE 58,000 =
- Overdue and credit-impaired —EBEHEREERARE 307,757 408,992
Sub-total | ____ L 965,757 ____ 408,992
Less: Allowances for impairment  Ji : B ZRE
losses (229,161) (290,837)
Net value FE 3,885,492 4,677,458

1 04 Hanhua Financial Holding Co., Ltd.
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Notes to the Unaudited Interim Financial Report

RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

11 FINANCIAL ASSETS MEASURED AT FAIR 11 UDAAREEFEBHEEEBF A
VALUE THROUGH PROFIT OR LOSS EffEENERHEE
At 30 June At 31 December
2020 2019
20204F R2019%F
6H30H 12H31H
RMB’000 RMB’000
AR¥Fr AR TFr
Equity instrument: o T H:
— Listed — kM 67,212 74,447
— Unlisted —JLEm 370,961 387,723
Debt instrument: BRI A:
— Unlisted —F LT 943,271 914,805
Non-performing asset packages (Note) TR EBE® (i) 471,711 435,553
1,853,155 1,812,528
Note: Kt -
Non-performing asset packages are the distressed debt assets TREAEBREARAFARIK S BIHKE
acquired from financial institutions and non-financial institutions by MIECMEBBURENTREREE - TR
a subsidiary of the Company. The non-performing asset packages BEFTEZRERTENR ZXERMENK
mainly include bank loans, entrustment loans and accounts BRN
receivable.
12 FINANCE LEASE RECEIVABLES 12 B REHER
At 30 June At 31 December
2020 2019
#2020F 20194
6H30H 12H31H
RMB’000 RMB’000
AR TFoT AR TFor
Finance lease receivables FEM R E TR E K 213,358 236,436
Less: Unearned finance lease B AREBIR R E Wam
income (30,983) (32,314)
Present value of minimum finance =EpEREWEE
lease receivables 182,375 204,122
Less: Allowance for impairment R EZE
losses (54,279) (37,890)
Net balance R 128,096 166,232
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Notes to the Unaudited Interim Financial Report

RAEEX R TR E M

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

12 FINANCE LEASE RECEIVABLES 12 ER@ERER (&)
(CONTINUED)
(a) Ageing analysis: (a) BRiR AT :
At 30 June 2020 At 31 December 2019
A2020%6 A30H 1R2019%12A31H
Unearned Minimum Unearned Minimum
Finance finance finance Finance finance finance
lease lease lease lease lease lease
receivables income receivables  receivables income  receivables
EXmE REARE BERE [ElEE KRER@E mERE
HER k& HEWTE MER Wi HENGE

RMB'000  RMB'000  RMB'000  RMBOO0  RMB'00  RMB'000
AREFR AREFr AREFr ARETL AREFL ARETIL

Less than 1 year 1EHR
(inclusive) (B15) 192,288 (27,923) 164,365 219,227 (29,961) 189,266
1 year to 2 years 16205
(inclusive) (B2F) 10,370 (1,506) 8,864 8,266 (1,130 7,136
2 years to 3 years 2EE3F
(inclusive) (53%F) 8,710 (1,265) 7,445 7,182 (982) 6,200
3 years to 5 years SEZ5F
(inclusive) (85%) 1,990 (289) 1,701 1,761 (241) 1,520
213,358 (30,983) 182,375 236,436 (32,314) 204,122
Less: Allowance for HOREER
impairment losses (54,279) (37,890)

128,096 166,232

1 06 Hanhua Financial Holding Co., Ltd.
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RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

12 FINANCE LEASE RECEIVABLES 12 B EHEER (&)

(CONTINUED)
(b) Impairment of finance lease receivables: (b) EWEERERNEERER
5%
At 30 June 2020
1202056 530H
Lifetime
ECL Not Lifetime
credit ECL credit
impaired impaired
12-month EEFEHE ZEEEFEH
ECL HEHER BEER
KR1218 B BE- BE-
B REAE B4 Total
ERBEX ERRE ERRE &t
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFT AREFT AR¥Fn
At 1 January ®1A1AH 523 - 37,367 37,890
Transfer to lifetime ECL PREr s B EGTESR
- Not credit impaired HEERBX
—REEERAE (11) 11 - =
(Reversal)/charge for AH(8E),FHR
the period (223) @) 16,616 16,389
At 30 June K6 H30H 289 7 53,983 54,279
At 31 December 2019
R2019%612A31H
Lifetime
ECL Lifetime
Not credit ECL credit
impaired impaired
12-month  EBEFEH ZEEFED
ECL THER RHER
RIR121E A BK- BEk-
8 5 REEHE B4 Total
EREBX ERRE 1= R (& B
RMB’000 RMB’000 RMB 000 RMB 000
AEBETFT ARETFT AREFT ARETT
At 1 January Mm1A1H 1,478 = 28,231 29,709
Transfer to lifetime ECL PR s R ETER
credit — impaired TBHEREX
—BEEEARNE
WER (90) - 90 -
(Reversal)/charge for the year 7N (8 [@) /5118 (865) = 9,046 8,181
At 31 December ®12A31H 523 - 37,367 37,890
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RAC TR R B B R R S M R

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

13 PROPERTY, PLANT AND EQUIPMENT 13 ¥ BERRE
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
Hib
HAR HENE MR AR
BEN EQRA HfbRfE BRXH HEIR HARENE &g

RMB 000 RMB000 RIMB 000 RMB 000 RMB000 RMB 000 RMB 000
ANEETL ANRETT  ARETr  ARETn  ARETn  ARETr  ARETxT

Cost: KA
At 31 December 2018 120185124318 455,530 29,842 66,720 120,296 61,576 - 733,964
Adjustment of HKFRS 16 HKFRS 1635 % - - - - = 41,358 41,358
At 1 January 2019 1201951518 455,530 29,842 66,720 120,296 61576 41,358 775,322
Additions #m 645,340 2,322 1,747 71,201 4,064 23,075 747,749
Transfer in/{out) BA/8Y - - 2,451 - (2,451) - -
Transfer to intangible assets BAEVAE - = = - (30,331) - (30,331)
Disposals RE - (3,583) (6,671) > - - (10,254)
At 31 December 2019 120195124318 1,100,870 28,581 64,247 191,497 32,858 64,433 1,482,486
Additions & - - 1,056 2,322 568 14,061 18,007
Transfers in/(out) B)/8H - - 979 - (979) = =
Disposals RE - (1,424) (2,996) - - - (4,420)
At 30 June 2020 12020456 7308 1,100,870 27,157 63,286 193,819 32,447 78,494 1,496,073
Accumulated depreciation: RitHE:
At 1 January 2019 1201951 A1R (63,927) (22,370) (53,861) (92,441) - - (232,599)
Charge for the year REGHR (16,687) (1,337) (8,642) (8,925) - (29,446) (65,037)
Written back on disposals REZME - 3,446 5,682 - - - 9,128
At 31 December 2019 and R2019E12A31A &

at 1 January 2020 202061718 (80,614) (20,261) (56,821) (101,366) - (29,446) (288,508)
Charge for the period AR (24,185) (640) (5,577) (6,682) - (15,288) (52,372)
Written back on disposals RERRE - 1,363 2,921 - - - 4,284
At 30 June 2020 1202056 A30H (104,799) (19,538) (59,477) (108,048) - (44,734) (336,596)
Net book value: REE:
At 30 June 2020 142020664308 996,071 7,619 3,809 85,771 32,447 33,760 1,159,477
At 31 December 2019 120195124318 1,020,256 8,320 7,426 90,131 32,858 34,987 1,193,978

1 08 Hanhua Financial Holding Co., Ltd.
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RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

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/year are as follows:

14 EEFEBHREE

AEERNE G AR R ERNET
PISHEE/ (BE)EE RRAHHE

SEERHEBINT

Deferred tax

Deferred tax assets liabilities
EEfEHEE BEFREHAR
Fair value Fair value
adjustments adjustments
on financial on financial
asset asset
Provision of measured measured
Provision for guarantee at fair value at fair value
impairment Accrued losses through through
losses staff cost and accruals profit or loss Total profit or loss Net
NAREE NAREE
&R iEE
HEBHA HEHHA
ERE® BEN BEH
EENE A LR LREEN SREED
Deferred tax arising from BEREELR BABE BIFH EERE MAEESD it AREERE B8
RMB 000 RMB'000 RMB000 RMB000 RMB'000 RMB 000 RMB 000
AREFT AREFr AREFr  ARETr  ARETr AREFr  ARETn
At 1 January 2020 ®202051A1A 435,962 118 82,325 15,716 534,121 (352) 533,769
Recognised/(credited) to the RAGBERER/ (GTA)
consolidated statement of (Hizts)
profit or loss (Note &) 16,925 0 (14,818) 8,922 11,119 - 11,119
At 30 June 2020 18202056 A30H 452,887 208 67,507 24,638 545,240 (352) 544,888
Deferred tax
Deferred tax assets liabilities
BEFRBHEE BEFEHAR
Fair value Fair value
adjustments adjustments
on financial on financial
assets assets
Provisions for measured measured
Provisions for guarantee  at fair value at fair value
impairment Accrued losses through through
losses staff cost and accruals profit or loss Total profit or loss Net
NAREE URAAEE
GrEE iTEE
HEBHA HEHA
ERER BEN BEM
EERE 1} EFeR  SREEN SREEN
Deferred tax arising from: BEREELR BXEH BIHM ELkE DNAEERD At AAEELRE B
AMB'000 AMB'000 AMB'000 AMB'000 RMB 000 AMB'000 AMB'000
ARETT  AEETT AREFT  AR#FT  AREFT  AREFT  ARETxT
At 1 January 2019 ®201951A1A 420,932 191 86,940 9,240 517,303 (12,299) 505,004
Recognised to the consolidated RAFBRRER/ (;IA)
statement of profit or loss (Note 5) (Hi#5) 15,030 73) (4,615) 6,476 16,818 11,947 28,765
At 31 December 2019 #2019%12A31A 435,962 118 82,325 15,716 534,121 (352) 533,769
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For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

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 RMB1,332.1 million
at 30 June 2020 (831 December 2019: RMB1,467.8
million), as it is not probable that future taxable profits
against which the losses can be utilized will be available
in the relevant tax jurisdiction and entity. The tax losses
will expire in five years since initial occurrence under
current tax legislation.

14

Notes to the Unaudited Interim Financial Report

B R A B R R S M R

EEFTSBEE (&)
(a) RERBNELERSHREE

AR ERE RS A A R EE
AR REFE R T8 R A SRS A A
R BB 18 A R 2R A A
B AN &£ E I # 55202046 B
OEMEARFAEINBEAEAR
#1,332.18 & 7t (2019F12 A
31EAARYA 46788 & T) fE
RELEMBHEE - RERITH
A AN E R B B EF EREA
LA FE 7T B 185 4F #Y B B A 4K 40 R
R PE L FIE

15 INTEREST-BEARING BORROWINGS 15 T EER
The Group’s interest-bearing borrowings are analysed as REBGFEERITAT
follows:
At 30 June At 31 December
2020 2019
A202045F R20194
6830H 12A31H
RMB’000 RMB’000
AR FT ARETFoT
Bank loans (Note (i) RITER (K a20)
- Unsecured —\IER 254,687 573,323
— Guaranteed by third parties —F=FER 153,000 220,000
- Secured by properties of the Group — 7N £ (B ) 3 4K 1
(Note (i) (Kt a£(in)) 179,443 184,181
- Secured by other assets of the Group ~— — A& B H b & & # 38
(Note (ii) (B7 ez (i) 434,850 591,350
1,021,980 1,568,854
Other loans (Note (iv)) HMER (M ativ))
— Unsecured — R 2,359,914 2,562,961
Other interest-bearing liabilities (Note (v) H bzt BB E&E (#E(v)) 1,518,626 1,599,519
4,900,520 5,731,334
Interest payables JE A~ I & 35,072 42,595
4,935,592 5,773,929

Hanhua Financial Holding Co., Ltd.
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RAE

ERF MR E M

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

15 INTEREST-BEARING BORROWINGS
(CONTINUED)

Notes:

(i)

(i)

(i)

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

The bank loans are secured by the Group’s buildings held
for own use. The aggregate carrying value of the secured
properties amounted to RMB211.6 million as at 30 June 2020
(81 December 2019: RMB241.3 million).

The bank loans are secured by receivables for factoring
business owned by the Group. The aggregate carrying value
amounted to RMB564.7 million as at 30 June 2020 (31
December 2019: RMB607.7 million).

Other loans bear interest at various interest rate, which are
unsecured and repayable by 2022.

The Group issued trust plans of RMB676.5 million at 30 June
2020 (81 December 2019: RMB758.9 million) to finance for
SME 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 2020
included interests of limited liability partners of RMB842.1
million in the partnerships which were consolidated by the
Group (81 December 2019: RMB840.6 million).

15 sFEBR (#&)

Hiat

(i)

(i)

(i)

FIBREEMRITERABITEESR
BB HERAR - HAREER
WE BERARERERER K&
B EHIEEELNIBMR o

ZIRTTEFAANSEEEEYIET - R
202096 A30R Y M EIRE
BEAEARK211.68 &t (2019%F12
A31EAARK241.388L) °

ZIRTTE KBRS @R H O ERIR
I R o 12202096 308 -+ K
MBRIEEEARARKESCATEE T
(2019%F12A31H A AR ¥607.78
B e

HERNFEREZEF IR RERE
R B RIEAMN20225 818

E =2020F6 A30R8 & & @ 317
T676.5EB T ARKENEEE
(2019%F12A31H : A R¥758.98
Br) AP ICEEBRE A&
BEWET SRt E AR o2 IBiE
wHOAEERERIEFTSMIRESE
RETHBER-

ANE E 202066 A30H W H b s &
BEPEASEEHNERLENE
REFEBAFBARKSI21EHE
ot (2019F 12 A31H : A R#840.6
BEIL) e
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REXP TR E M

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

&

16 DEBT SECURITIES ISSUED

16 EfES

At 30 June At 31 December
2020 2019
120205 20194
6H30H 12H31H
Note RMB’000 RMB’000
B #t AR Fr AR FT
Corporate Bonds: e E 5
— Fixed rate corporate bonds ~ —202046 8 Z| i #)

maturing in June 2020 BEFMEQEES () - 1,426,231
— Fixed rate bonds maturing in  —202048 A 2| #i 19

August 2020 TE N A& % (i) 49,961 49,274
— Fixed rate bonds maturing in  —20204E10 A 2| #i &9

October 2020 E M EAEH (iif) 49,519 48,759
— Fixed rate bonds maturing in  —20214E3 A Z| i)

March 2021 & 7E A = J 5 (iv) 61,577 60,438
— Fixed rate bonds maturing in  —202147 A 2| 2§ 59

July 2021 & 7 A K AE 55 v) 87,718 67,191
— Fixed rate bonds maturing in  —202141 A Z| B /)

January 2021 EhablESg7 (vi) 62,215 -
— Fixed rate bonds maturing in  —2022%4 B Z| #1 /)

April 2022 TE M EEFH (vil) 13,118 -
Interest payables JE T & 11,450 51,721
Total &t 335,558 1,703,614
Notes: Htat -

(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.

On 10 June 2020, the Group has repaid the bond with all
remaining balance.

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

RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

16 DEBT SECURITIES ISSUED (CONTINUED)

Notes. (Continued)

(i)

(i)

(iv)

(vii)

Fixed rate bonds with nominal value RMB50.0 million and
a term of two years were issued on 3 August 2018 by a
subsidiary. The coupon rate is 7.30% per annum.

As at 30 June 2020, the fair value of corporate bonds
amounted to RMB50.0 million.

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

As at 30 June 2020, the fair value of corporate bonds
amounted to RMB49.5 million.

Fixed rate bonds with nominal value RMB63.4 million and
a term of two years were issued on 15 March 2019 by a
subsidiary. The coupon rate is 7.30% per annum.

As at 30 June 2020, the fair value of corporate bonds
amounted to RMB61.6 million.

Fixed rate bonds with nominal value RMB92.6 million and a
term of two years were issued on 26 July 2019 by a subsidiary.
The coupon rate is 7.80% per annum.

As at 30 June 2020, the fair value of corporate bonds
amounted to RMB87.7 million.

Fixed rate bonds with nominal value RMB63.6 million and a
term of a year were issued on 10 January 2020 by a subsidiary.
The coupon rate is 6.80% per annum.

As at 30 June 2020, the fair value of corporate bonds
amounted to RMB62.2 million.

Fixed rate bonds with nominal value RMB14.1 million and a
term of two years were issued on 24 April 2020 by a subsidiary.
The coupon rate is 7.50% per annum.

As at 30 June 2020, the fair value of corporate bonds
amounted to RMB13.1 million.

16 BNEZ (A&)

Wit (&)

(i)

(i)

(iv)

(vii)

F R EN2018F8ABA T T B E
BEARK0.08 &7 HRMF
MBEEMNEESZ FENRAEF
7.30% °

H £20206 A30H ' It A A EHH
AREBEEEARES0.08E T

o A

FRAEIMR2018F10H18H 1T T =
HEEARE0.08E T HRMF
WEENXESF ZEHEMNESEF
7.30% °

H £2020F6 8308 L R AIEEHH
ARBEBAREIQOSEE T

T RAEIR2019F3 150 %17 7 2
HAEEAREG346 ST HRMF
MEEMNEES ZEMNERETF
7.30% °

B 202066 H30H ' Ik A Al fEH )
AREE/SAREBI6AETT

FRAN2019F7A260 HIT T R
HEEARKR6E®ET  HRMF
MBEEMNEES ZENRREF
7.80% °

B £202056 A30H ' It A A EHH
AREBEAEARESITEE T
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Notes to the Unaudited Interim Financial Report
REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

17 FINANCIAL ASSETS SOLD UNDER 17 EHEBEEREER
REPURCHASE AGREEMENT

At 30 June At 31 December

2020 2019
120205 20194
6H30H 12H31H
RMB’000 RMB’000
AR¥ T AREFT
Benefit rights of loans and advances BRERRB R
to customers 17,000 17,000
Benefit rights of receivables for JE LS R 2 35 MK s
factoring business 277,767 308,897
Interest payables & - ) 2, 10,005 5,058
304,772 330,955
Details of the carrying values of the underlying assets of EXCESREENAEEEREE
financial assets under repurchased agreement are set out in EFF BRI FEIFHI5E10() °
Note 9 and Note 10(a).
18 CUSTOMER PLEDGED DEPOSITS 18 EAGRES
Customer pledged deposits represented deposits received FARBERAZFAMKNRES
from customers as collateral security against the credit AE BN & B IR B (R B IRIE IR -
guarantee issued by the Group. These deposits are interest- hEREREE THEREREHNE
free and will be returned to customers after the guarantee MEREXRP -

contracts expire.

1 14 Hanhua Financial Holding Co., Ltd.
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Notes to the Unaudited Interim Financial Report

RAEER R B RS MR

For the six months ended

30 June 2020 & =2020%6 H30H 1:61E A

(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

19 ACCRUALS AND OTHER PAYABLES

19 Bt R E AR

At 30 June At 31 December
2020 2019
7202045 R20194F
6H30H 12H31H
RMB’000 RMB’000
AR®FT AREFr
Other payables H b JE S FRIB 684,021 496,613
Financial liabilities measured at RESRKAGFTEEHAE
amortised cost 684,021 496,613
Accrued staff cost JE 15T B T %5 B
— Salaries, wages, bonuses —ITE -8 EZMHK
and other benefits H 48 F 27,961 62,695
Value-added tax and other surcharges JE {1 386 {8 A5t K2 HL th Ff o0 B
payable 4,030 6,136
Withholding individual income tax payable J& {30 1E A Fr 5 4,698 4,733
Receipts in advance TE UK BR 3K 4,918 9,652
Total = 725,628 579,829
20 EQUITY SETTLED SHARE-BASED 20 UERFZENRO XM

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.

EEERKREAERAR([EFR])Z
BIEAREEANBEERRNDAB
WEERENLBERRBRO CFHRT
0] A 2R 7K &2 [ 32 TR 4 A i B 5T
E ([ gE=])mBEPIKILE
WEZERAR - B E RS
20136 A20H ([ EFH ) #E
EARAIMIGEESR EZNeE
([BEE &) AT NERERZRN
AEREH T HZERFE AR RS ([
B ) - 1201341 818 £2020
F12A31H - WEHB S EZ8F N iL
B 5 EARERR o 40 1 {a] B Y ¥ R B F AR
SEHE ZABHERERSKE R
AR AE i B H SR BB G IR IR E R
AREL I = °
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Notes to the Unaudited Interim Financial Report
REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

20 EQUITY SETTLED SHARE-BASED 20 UEREENRO XN (&)

TRANSACTIONS (CONTINUED)

Huitai held 7.88% of the equity interests of the Company EROETH EXEHEBEALALQA

on the Grant Date for the purpose of the Share Incentive 7.88%H g1 - 2 0 AR AR B BB &

Scheme and did not carry out any other business. 2 HARNEIEBRE A EAMES -

(a) The terms and conditions of the grants are as (a) RTEBEWNBEARREFEWAT

follows: Fr 5l

Number of Vesting

instruments conditions

BREHE BT R4

Awards granted to directors RTEERESHRG :
and supervisors:
—on 20 June 2013 — 20136 H20H 193,918,615 Every month from
1 January 2013 to
31 December 2020
#2013 F1A1RZE
2020%12A31HIE® A

Awards granted to employees: & F & & A IRMD
— on 20 June 2013 —12013F6 A20H 76,351,233 Every month from
1 January 2013 to
31 December 2020
#2013F1 AR =
202012 H31R L& H

Total share awards granted B TR0 BB 270,269,848

1 1 6 Hanhua Financial Holding Co., Ltd.
BESEROGAERAR



Notes to the Unaudited Interim Financial Report

% R B B R R S Y R

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

20 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(b)

(c)

The number and weighted average exercise

20 UEREENROXN (&)

(b) REHBOHEMFITEE

prices of share awards are as follows: W
Six months ended 30 June 2020
B £202056H30H 618 A
Weighted
average Number of
exercise price shares
5T REE REHE
RMB
AR %
Outstanding at the beginning HA%) 217 /£ 40
of the period 0.42 270,269,848
Granted during the period HART = =
Exercised during the period ~ HAR77 4 - =
Outstanding at the end HA R B 1T AE )
of the period 0.42 270,269,848
Exercisable at the end BAZK A] 17 4
of the period 0.42 253,377,982

Fair value of share awards and assumptions

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

(c) REOHENQABEBERRBRR

RN B AR H A {7 HA # i 2 X Y
RN AREBEL2EERTHERY
HENAABERE - ARAAE
HRERBGTEETSTERE
B = ERAREREGE
i A2 LA B8 98 I B ¥ 15 E A i
TEFZE - RIEMEZEHMH
AABEERTHF=Z BHEE
TEENERDE RITRES -
BT BEEEE BB ERBER
REER ZABESERERD
) B 15 AR A B H R BB 8 &R
EREERNBREOEN S
Bt ZEFHOEEEFRIELE
TR ROBAENRAABEER
Cox-Ross-Rubinstein Binomial
Pricingf& & 3 17 {51 o IR {0 B 4
K& RFERIEALERNN—IF2
# o
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Notes to the Unaudited Interim Financial Report
REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

20 EQUITY SETTLED SHARE-BASED 20 UEREENRD T (&)

TRANSACTIONS (CONTINUED)

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

Share awards

granted on
20 June 2013
201356 H20H
Fair value of share awards and assumptions RHHEN A ABERBR Y B 10 H R
Fair value at measurement date (RMB) RETEEHNARERE (AKK) 1.77
Share price (RMB) BITRE (AREK) 2.26
Exercise price (RMB) ITHEER (ARK) 0.53
Expected volatility (expressed as weighted IR (B TEFT R B) = (LACox-Ross-
average volatility used in the modelling under Rubinstein Binomial Pricing#& #!
Cox-Ross-Rubinstein Binomial Pricing model) FriERemE T KB ERERT) 64.30%
Option life (expressed as weighted average Bt B R (LACox-Ross-
life used in the modelling under Cox-Ross- Rubinstein Binomial Pricing#& 4
Rubinstein Binomial Pricing model) Fr 38 FA B9 A 39 HAR R 7R ) 7.53 years
Expected dividend yield TE T AE A 1.30%
Risk-free interest rate I g ) =R 1.45%

BEFE KB REEREL K

The expected volatility is based on the historic volatility

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

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

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

RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

21 CAPITAL, RESERVES AND DIVIDENDS

(a) Dividends

(b)

(c)

Dividends payable to equity shareholders of the
Company attributable to the previous financial year,
approved during the interim period amount to RMB Nil
per share (Six months ended 30 June 2019: RMB Nil).

Share capital

The share capital was issued and fully paid.

Nature and purpose of reserves

()

(i)

Share premium

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

Capital reserve

The capital reserve mainly comprises the following:

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

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

21 EX -RERRE

(a)

(b)

(c)

KRS

FEFRHIRD ER AN EBRAT—
B 7% F S /Y [A) 4 2 AR B D B B9
BEAEEBRARKSZ T (BER
201946 A30H IEH /<@ A : A
REZIT) -

IR A

AR B EITBE

RELERBEN

() RizalE
g ERARRBRPEE
HPTAEBITARR BB
SREZENER-

(i) BAXLE
BARRERETIISE:
— MAARFEERHHR

TR H A HIm

NABEILD -

- RLBERBENTR
AR B B (ERRE
BEZANER (ES
BARRNTE-
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Notes to the Unaudited Interim Financial Report

RAEEX R TR E M

For the six months ended 30 June 2020 & £202096 A30H -61E A

(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

21 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c) Nature and purpose of reserves (Continued)

(i)

(iv)

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.

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

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR
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(c) REMERBHN (&)

(i)

(iv)
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Notes to the Unaudited Interim Financial Report

RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

21 CAPITAL, RESERVES AND DIVIDENDS 21 EX -RERRE (£)

(CONTINUED)

(c) REMERBWN (&)

(c) Nature and purpose of reserves (Continued)

() SMNEHKITEZER

(v) Exchange Reserve

(vi)

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

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 2020 to 30 June 2020 and the year ended
31 December 2019.

ELXBEMERERARA
A-BERBERARAA
MEMEEEERBERAA
(PABH LR ) /BB R SNE ST
HBEE EAHTHARAKR
PIRFER ST BEERETH
SNERRITEEZRR -

i) BAREHE

AEEEAERNTERD
RREAEE R EEE
b 30 4 6 5 L R K A
A SRR E AL R
NABRERAEEGRE
WA EAREIREE
%o

7 S [ T o S B
SRR NERSR
HBEA REDRERT
AT A5 AL B RO BR S 1 K
BA TR B2 47 438 7 R 350 2 3R
7R BRI 2 RIS T4 -
L % 3 AT R L ) 2 B B
BAEE -

RE E2020F6 A30H &
201912 A31 B IEEE » &K
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Notes to the Unaudited Interim Financial Report
REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

21 CAPITAL, RESERVES AND DIVIDENDS 21 EX-RERKRE (&)
(CONTINUED)
(c) Nature and purpose of reserves (Continued) (c) HEMHEREN (&)
(vi) Capital management (Continued) (i) BEXEHE (&
Particularly for guarantee and credit loan operation, HEERREAERES
the Group monitors regularly the residual balance REBTEHERE-—XFH
of outstanding guarantees or/and credit loans ERepES S RERERS
for single customers and multiples of the total HENAEBEANEEET D R4
outstanding guarantees or/and credit loans in EERNKRERERES
relation to paid-in/share capital of companies in NARIMERS,RERAER
the Group engaging guarantee or/and credit loan BENBERER BRANG
business respectively, so as to keep the capital risk o LUMR#FE AR R B 1A A
within an acceptable limit. The decision to manage BEXMEBEAN - BEEREAR
the share capital of companies in the Group to EEETARNERER
meet the needs of developing guarantee or/and BRAUFEBERERS, &
credit loans business rests with the directors. EREREBHTZAIRE
HESETE-
22 NON-CONTROLLING INTERESTS 22 FEEHIERELS
At 30 June At 31 December
2020 2019
20205 20194
6H30H 12H31H
RMB’000 RMB’000
AR¥ T ARE T
Liaoning Fu’an Financial Asset FEELZeHEEER
Management Ltd. BRA A 454,778 444,841
Sichuan Hanhua Micro-credit Y )1 B2 /N EE B R
Co., Ltd. AR AT 100,244 104,304
Chongging Hanhua Micro-credit BEEMBENDEENR
Co., Ltd. BREMERT] 84,098 90,248
Others Hfth 35,625 36,571
674,745 675,964

1 22 Hanhua Financial Holding Co., Ltd.
BESEROGAERAR
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RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL 23 eRIITAMNAREBENE
INSTRUMENTS

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

The following table presents the fair value of the TR AEBIREEEE

Group’s financial instruments measured at the ERREARGFTELRIESR

end of the reporting period on a recurring basis, P B T RS 2ERIZB135% [ &

categorised into the three-level fair value hierarchy AEEFE] TR ER =
as defined in HKFRS 13, Fair value measurement. ANRBEER ENSRT

The level into which a fair value measurement ERAREBE -AREEE

is classified is determined with reference to the M=ERDPELEHER

observability and significance of the inputs used in AT R AE R E R

the valuation technique as follows: BEEREEMEENT:

e Level 1 valuations: Fair value measured using e ZF1EMME: REKA
only Level 1 inputs i.e. unadjusted quoted F1E s A B (A
prices in active markets for identical assets or R—EEXBERTE
liabilities at the measurement date H EATE )& BB T % EUS HY

RICHABRRE)GTEN
AREE

e Level 2 valuations: Fair value measured using o FOERME:FHASF2
Level 2 inputs i.e. observable inputs which [E % s AN U5 (BN R B8
fail to meet Level 1, and not using significant ERFE1IBAN A ER
unobservable inputs. Unobservable inputs are AR RN EEAE
inputs for which market data are not available AR ER 2 A BUR R

ENAAEBE AR
R A NEIE RET S
1’2 A B IE

e Level 3 valuations: Fair value measured using e FIEHZMHEE:FHE

significant unobservable inputs AR E 2 A BB R
ENAREE
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RAEEX R TR E M

For the six months ended 30 June 2020 & £202096 A30H -61E A

(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

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

()

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.

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

RAEE R P BB RS RS YR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

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) () DA EBEER(E)

Fair value measurements as at
30 June 2020 categorised into
202056A30F AREEDE

Fair value at

30 June 2020

#2020
6H30HH Level 1 Level 2 Level 3
AREE E-ER BB E=BH
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT  ARETT  AREFTT  ARETR

Recurring fair value REMARLBENE
measurements

Financial assets: SREE:

Equity instrument: BmIA:

- Listed —tm 67,212 67,212 - -
- Unlisted —3FEm 370,961 - - 370,961
Debt instrument: EBIA:

- Unlisted —F LW 943,271 - - 943,271
Non-performing asset packages TR BES 471,711 - - 471,711
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RAEEX R TR E M

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

23 FAIR VALUE MEASUREMENT OF FINANCIAL

INSTRUMENTS (CONTINUED)

(a) Financial assets and liabilities measured at fair

value (Continued)

(i) Fair value hierarchy (Continued)

Fair value at
31 December

Notes to the Unaudited Interim Financial Report

23 EMIBEAAREES

(#&)

filn

(@) RAABEFENEREER

BE (&)
() DA EBEER(E)

Fair value measurements as at

31 December 2019 categorised into
201951231 ABENE

2019
20195
12A31 B A Level 1 Level 2 Level 3
AnEE F—ER F_ER EF-ER
RMB 000 RMB 000 RMB'000 RMB 000
AREFTL AREFTT AREFTL AREFTT
Recurring fair value BERENAEETE
measurements
Financial assets: TREE:
Equity instrument: BERTA:
- Listed — ki 74,447 74,447 - -
- Unlisted —k L 387,723 - - 387,728
Debot instrument: EBIA:
- Unlisted -3 Ltm 914,805 - - 914,805
Non-performing asset packages TREE® 435,553 = = 435,553

1 26 Hanhua Financial Holding Co., Ltd.
BESEROGAERAR



Notes to the Unaudited Interim Financial Report

RAEER R B RS MR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

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) () "R EBEER (&
During the six months ended 30 June 2020, there #H Z£2020%6H30H L6
were no transfers between instruments in Level A A&EE ERFBENAR
1 and Level 2, or transfers into or out of Level 3 BEFAENESRTAEMNE
(2019: nil). The movement during the period in the & B ANE2E 2 8 A %
balance of Level 3 fair value measurements is as A JREE A S EHE
follows: SER (20197 : £&) - E3[E
MAREBEAEESNEA
BENIOT -
At 30 June At 30 June
2020 2019
20205 20194
6H30H 6H30H
RMB’000 RMB’000
AR¥T T ARETFT
At 1 January B1A1H 1,738,081 1,462,772
Payment for purchase EE 374,337 301,969
Net unrealised gains or losses  HiAR I R A AR LR
recognised in profit or loss Was sk BT 1B F FE
during the period (29,745) 21,496
Proceeds from sales B &R (296,730) (221,780)
At 30 June M6 A30H 1,785,943 1,564,457
(b) Fair values of financial assets and liabilities (b) FUAABETENESREE
carried at other than fair value FEENAREE
The carrying amounts of the Group’s financial 1K2020F6 A30H %2019 12 A
instruments carried at cost or amortized cost are 318 255 B H AR 2 ok B #R AR AR
not materially different from their fair values as at 31 MRz eI ACIREEEELRN
December 2019 and 30 June 2020. nNEETESESAER-
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RAEEX R TR E M

For the six months ended 30 June 2020 & £202096 A30H -61E A

(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

24 COMMITMENTS 24 EIE

Capital commitments outstanding at 30 June 2020 not 1202046 A30H I & 1A B 75 3 2k

provided for in the financial statements were as follows: [RERE)E AN A PERRLAT
At 30 June At 31 December
2020 2019
120205 20194
6H30H 12H31H
RMB’000 RMB’000
AR FT ARE T

Commitments in respect of purchase of B %W M=
property, plant and equipment PN
— Contracted for — KBS R 3,095 5,504
25 OUTSTANDING GUARANTEES 25 EREE

At 30 June At 31 December
2020 2019
20205 20194
6H30H 12H31H
RMB’000 RMB’000
AR® T ARK T
Traditional financing guarantees Eo R & IR 8,151,481 7,636,711
Bond guarantees BIRER 17,779,000 20,249,000
Financing guarantees mERER 25,930,481 27885711
Re-guarantee BER - (399,984)
Subtotal L debined]  2reibiad
Performance guarantees B AV HE IR 10,067,770 10,322,425
Litigation guarantees SRR - 37,311
Maximum amount guarantee BAEREREE 35,998,251 37,845,463
Less: Customer pledged deposits B TFARE S (84,360) (92,518)
Net guarantee exposure R E b 35,913,891 37,752,945

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR



Notes to the Unaudited Interim Financial Report

RAEE R P BB RS RS YR

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

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

Six months ended 30 June

HZ6H30H L-61E B Hi
2020 2019
20204 2019%F
RMB’000 RMB’000
AR¥ T AREFT
Key management personnel remuneration %2 & 2 A & H7 M 15,128 20,061
(b) Transactions with other related parties (b) EEHMEABL 2HEANRZ
Six months ended 30 June
B Z6H30H IL618 A A
2020 2019
20204 20194
RMB’000 RMB’000
AR¥ T AREFT
Guarantee income FERBA 10,177 570
Re-guarantee expenses HEREHR 775 1,506
Interest and handling fee income FERFEBIWRA 69,985 73,588
Interest and commission expenses FERFEES N (22,360) (9,900)
Acquisition of debt instrument BEERE 100,163 52,228
Acquisition of equity interests in 1 EPNGIE g
subsidiaries - 55,000
Additions of loans and advances to BB R R K
customers 40,000 23,677
Repayment of loans and advances to W Bl B 5% & #h50
customers (47,000) (36,092)
Additions of interest-bearing borrowings ~ #igst B & 7K 146,558 150,000
Repayment of interest-bearing borrowings & i& 5+ & & & (260,000) (162,000)
Additions of financial assets sold FIEEHOESR
under repurchase agreement BE - 131,700
Repayment of financial assets sold BEEELEESA
under repurchase agreement BE - (131,550)
Additions of other receivables 718 H At JE WK 18,583 81,130
Additions of other payables 1 L b FE TR 14,528 8,301
Repayment of other receivables W [ EL b & WX (60,303) (5,174)
Repayment of other payables EEEMmERNRK (14,525) (26,615)
Providing guarantee HIMNER 261,940 147,500
Releasing guarantee i BR YE IR (169,100) (133,500)
Other revenue H At A 995 2,106
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Notes to the Unaudited Interim Financial Report
REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

26 MATERIAL RELATED PARTY TRANSACTIONS 26 EXBABAIRS (#)

130

(CONTINUED)

(c) Balances with related parties other than key

management personnel

(c) HEFREEEERE AR UIHIEIHB
FRrENREREERBRN
BREE

The Group has consolidated structured entities which
initiated partnerships of RMB842.1 million at 30 June 2020
(81 December 2019: RMB840.6 million). The Group has the
right to variable returns from its involvement and has the
ability to affect its returns through its power over the entity
and the Group provided financial guarantee against the
limited liabilities partners that required the fixed returns.

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR

30 June 31 December
2020 2019
7202045 R20194F
6H30H 12H31H
RMB’000 RMB 000
AR¥FTT AR For
Assets BE
Cash and cash equivalents (Note 7) BEwES (HiE7) 108,960 384,135
Trade and other receivables A LT R L A i W R TR 323,216 364,936
Loans and advances to customers BB KRR 232,237 239,237
Financial assets measured at fair value RAREEGFER
through profit or loss HE 8 AE 5
BRNEREE 19,790 19,790
Liabilities BfE
Interest-bearing borrowings FrEER 316,558 430,000
Financial assets sold under repurchase EHEESHEE
agreement 131,700 131,700
Accruals and other payables P& T K E Ath B S SRR 17,908 17,905
Off balance sheet FOINETE
Outstanding guarantee HIMNER 893,670 800,830
27 CONSOLIDATED STRUCTURED ENTITY 27 #B{LEE

MAREEE OB 7 ok & B &
BIETREERUNERLE-EHE
2020F6 H30H E BB & B XK H
A ANRES842.18 8 7t (20194F12
HA31H: AR¥8406BHE L) A%
BR2EZETENEEMEEEZA
Hu#Zo® TeNEREYZEE
BEMENTE Liipsk BAEEMR
ERETERHRMNEREEEZARE
B IS HELR o
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Notes to the Unaudited Interim Financial Report

% R B B R R S Y R

For the six months ended 30 June 2020 #; £2020%6 H30H LE61E A
(Expressed in RMB’000 unless otherwise indicated) (Br X E BB FTIEIN HAAREFILIIR)

CONSOLIDATED STRUCTURED ENTITY
(CONTINUED)

The Group has consolidated structured entities which
issued trust plans of RMB676.5 million (31 December 2019:
RMB758.9 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 2020, the above structured entities
consolidated by the Group amounted to RMB1,518.6 million
(81 December 2019: RMB1,599.5 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.

IMPACTS OF COVID-19 PANDEMIC

The COVID-19 Pandemic since early 2020 has brought about
additional uncertainties in the Group’s operating environment
and has impacted the Group’s operations and financial
position.

The Group has been closely monitoring the impact of the
developments on the Group’s businesses and has put in
place contingency measures. These contingency measures
include: monitoring and assessing the quality of loans
and advances to customers, receivables for factoring and
financial lease receivables, enhancing the collection and so
on. The Group will keep the contingency measures under
review as the situation evolves.

27

28

mRiEe (F)

AEBELD A GG 7 R R202056
A30H#E1TH ARM676.58H 8B T
(201912 A318 : AR¥758.98 &
T EATENEBLER - A5E
IS STt EREE D /2 2B
BB ELIEF D I E & R TEE
R e

R2020%6 A30H M A RNE B A 4
B RREENEEBLEERBREAA
K #®1,518.6 8 &t (2019412 A 31
H: AR¥159905B8T) °

HRZEEBRECEBNHEBEERE
BERRARRBETTH - FTARIRKE
TRREREBEFZEEBLEIEDN
TERZ-AKERN2EZSZIEN
LEMESKAARZAENEMRE
VEEHNEREHZETBNENTZE
B - Fitt - AEBEEZFEBI
TERMASHEE-

COVID-19 SR BT E

H2020F 1A RFT VBB B R I15 4
SENKERBHR T BN THEE
M URETRENESMP BN -

SE-ETYVMIFRERYEER
BORE  WERRESEE - ELE
SERERE BERAMTEERERM
B RURIERAME N R E R E R
MEE MRfEhkE -BEPSOHE
B -SESIHESHERSER-
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Notes to the Unaudited Interim Financial Report
REEZ P B A3 & M e

For the six months ended 30 June 2020 & Z202046 H30H 1-61E A
(Expressed in RMB’000 unless otherwise indicated) ( kX & BB Frigsh Y AAREFILIIR)

29 COMPARATIVE FIGURES 29 LkBER
Certain comparative figures have been adjusted to conform B A ARSI R R IR #2020 B X
to current period’s presentation and to provide comparative BEEEALSEMNER RELRE
amounts in respect of items disclosed for the first time in B e
2020

Hanhua Financial Holding Co., Ltd.
BESEROGAERAR
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