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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

» o« » oo«

Financial Highlights
e

LG R

ARPREFAEMHFER T REESH
BYHREEL (TE
AMBREZEN) RR -FREHFEHN
BESZERMNAERAT (MPESE SHIE
QB EREMBARGE SEE N
&) WY BHREUARBBEE T

expressed in RMB million. Re
HE6H30HIENERHE
For the six months period ended 30 June
2021 2020
20214 20205
% of % of
operating operating
(Expressed in RMB million, unless otherwise stated) Amount income Amount income
FrREHBN UARBTETIIT) T IEEUA% T BEBUA%
Operating results REEE
Net guarantee and consulting fee income EREBHEFRA 242.7 54.9 267.3 45.0
Net interest and handling fee income HERFEEFUA 131.0 29.7 241.8 40.6
Net fee and interest income BFRERFBBA 373.7 84.6 509.1 85.6
Net trading gains R 72 NE 40.6 9.2 10.1 1.7
Net foreign exchange losses ERZEE (0.2) - - -
Other operating income, net Htn&E &3 WA 27.7 6.2 75.3 12.7
Operating income EERA 441.8 100.0 594.5 100.0
Reversal for guarantee losses HBOEREEEES 41.7 10.8 1.2 0.2
Impairment losses BERBEL (77.5) (17.5) (93.9) (15.8)
- Receivables for default payments — MR ER (43.4) (9.8) (58.2) (9.8)
- Micro and small loan business —INUEEER 8.7 2.0 24.6 4.1
- Entrusted loans —-ZREX (7.1) (1.6) (31.9) (5.3)
~ Receivables for factoring business —EWRER (35.9) (8.1) (12.0) (2.0)
- Finance lease receivables -EhmERER 0.2 - (16.4) 2.8)
Operating expenses EESH (318.8) (72.2) (326.1) (54.8)
- Operation and administrative expenses —¥BKERE (311.9) (70.6) (319.9) (53.8)
- Tax and surcharges el (6.9) (1.6) 6.2) (1.0)
Other net losses HiBEF8 (3.6) (0.8) (13.5) 2.2)
Share of profits of associates BECELE WG 39.6 9.0 38.8 6.5
Share of profits of joint ventures aEhERENE 9.7 2.2 = =
Profit before taxation AR 138.9 315 201.6 33.9
Income tax expenses FeHER (37.9) (8.6) (57.3) (9.6)
Net profit B 101.0 22.9 144.3 24.3
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Financial Highlights
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Since early 2016, the Group has abandoned the independent
development model of various business sectors and started to
adopt the “customer-oriented” strategy to expand business.
Externally, “single customer access and unified credit standard”
have been implemented through “customer exploration and
risk management” to improve the quality of customer service;
internally, with the objectives of “integration of functions and
efficiency enhancement”, it strengthened the integration of
functions, especially the mid-and-back office, for higher operating
efficiency and lower operating cost. Riding on the exploration and
practice in the past several years, the strategy was continuously
strengthened in 2021, 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. For the definition of the above four segments,
please refer to the annual report of the Group for the year 2020.

The Group has continued to adjust the business structure and
customer structure, provide integrated financial services to micro,
small and medium-sized enterprises (“MSMEs”) and individuals
based on the “customer-oriented” strategy. At the same time,
“performance management” has been used as a means to
enhance the risk control awareness of all staff. Assets quality
of new businesses improved significantly as admission criteria
for new customers was strengthened and management on
collaterals was stepped up. Meanwhile, the recovery of historical
non-performing assets was strengthened and achieved good
progress.

For the six months period ended 30 June 2021 (the “first half
of 2021”), the Group has generated a net profit of RMB101.0
million, representing a decrease of RMB43.3 million or 30.0%,
compared to the net profit of RMB144.3 million for the six months
period ended 30 June 2020 (the “first half of 2020”, or “same
period of 2020”), which was mainly attributable to the disposal
of 100% equity interest in Heilongjiang Hanhua Internet Small
Loan Co., Ltd. held by the Group to external independent third
parties in April 2020, and thus recording investment income of
approximately RMB58.8 million in “other operating income, net”
for the same period of 2020. Excluding the impact of this one-
off factor, the financial and business indicators in the first half of
2021 are relatively stable as compared with that for the same
period of 2020.

Hanhua Financial Holding Co., Ltd.
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The commercial bank initiated by the Company
developed rapidly with steady operation.

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 30.0% 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 exploring 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 2021, Fumin Bank had a total asset of RMB52,843.4
million (31 December 2020: RMB53,177.2 million) and a
total liability of RMB49,163.7 million (31 December 2020:
RMB49,652.2 million). Meanwhile, its profitability remained
stable. In the first half of 2021, Fumin Bank achieved a net
profit of RMB161.5 million (same period of 2020: RMB168.7
million). Accordingly, the Group recorded a related gain of
RMB48.5 million in “share of profits of associates” in the first
half of 2021.

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 continued to maintain a rapid growth trend
which took the lead in the industry and expected to
become the new profit growth point for the Group’s
guarantee business.

In the first half of 2021, the net guarantee and consulting
fee income generated from the Group’s guarantee business
was RMB242.7 million, representing a decrease of RMB24.6
million or 9.2% as compared with RMB267.3 million in
the first half of 2020. The decrease was mainly due to the
decline in the scale of financing guarantee business.
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As at 30 June 2021, the Group’s outstanding balance of
traditional financing guarantee business was RMB6,185.9
million, representing a decrease of RMB552.1 million or 8.2%
as compared with RMB6,738.0 million as at 31 December
2020.

In the first half of 2021, the Group had new bond
guarantee business of RMB1,200.0 million. Meanwhile, the
bond guarantee business of approximately RMB2,990.0
million was successfully released upon maturity. As at
30 June 2021, the outstanding bond guarantee balance
was RMB13,439.0 million, representing a decrease
of RMB1,790.0 million or 11.8% as compared with
RMB15,229.0 million as at 31 December 2020.

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
160 urban public resources trading centres in 27 provinces
across the country, including Sichuan, Shandong, Zhejiang,
Jiangsu, Anhui, Guangdong, Hunan and Shaanxi. The
transaction amount of electronic bid guarantee business in
the first half of 2021 reached RMB10,749.7 million (same
period of 2020: RMB2,011.5 million), which continued to
maintain a rapid growth trend, took the lead in the industry,
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 pages 14 to 21 under the section
headed “Management Discussion and Analysis” in this
report.

8 Hanhua Financial Holding Co., Ltd.
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Strengthened liquidity management, enhanced capital
usage efficiency to cope with the complex external
operating environment. Gains generated from capital
gradually diversified in addition to the traditional
interest income. Meanwhile, credit consulting service
income relating to credit service output capability was
relatively stable in the micro and small loan business
segment.

In the first half of 2021, the Group took ‘liquidity safety”
as the first premise of capital management and business
allocation to cope with the complicated external operating
environment. In recent years, 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 debts due. Accordingly,
the scale of the Group’s capital business (including loans
and advances to customers, finance lease receivables and
receivables for factoring business) initiated with the Group’s
own working capital (including registered capital and external
financing funds) showed a downward trend in the first half
of 2021. As at 30 June 2021, the balance of the Group’s
capital business was RMB3,222.1 million, representing a
decrease of 14.3% and 42.1% respectively as compared
with that as at 31 December 2020 and 30 June 2020.
Due to the decline in the scale of the capital business, the
interest and handling fee income from the Group’s capital
business was only RMB193.8 million in the first half of 2021,
representing a decrease of RMB154.6 million or 44.4% as
compared with RMB348.4 million in the first half of 2020.
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Financial Highlights
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Meanwhile, the Group provided customers with
comprehensive financial service solutions by taking
advantage of its abundant financial licenses and organising
professional teams to actively participate in the resources
integration, reorganisation and merger and acquisition of
some of its customers. Regarding this business, the Group
provided capital of different amounts based on project
requirements and received revenues that just covered the
capital cost during the use of capital. Most of the revenue
was represented by investment income and other forms
upon conclusion of the projects. In the first half of 2021, net
trading gains through this business was RMB40.6 million
(first half of 2020: RMB10.1 million).

Since 2018, leveraging the Group’s accumulated experience,
capabilities and strengths in micro and small loan services,
the micro and small loan business segment provided credit
consulting services to various financial institutions such as
external banks, including assistance in obtaining clients,
standardized risk assessment services and post-loan
management service, etc., and charged certain service fee
based on services provided. In the first half of 2021, the
net handling fee income of credit consulting business in
the micro and small loan business segment was RMB72.1
million, representing a slight decrease as compared with net
handling fee income of RMB81.5 million of credit consulting
business for the same period of 2020.

For more information on the operating conditions of capital
business of the Group, please refer to the capital business
of the partnership finance business segment on pages 22 to
25 and the micro and small loan business segment on pages
25 to 34 under the section headed “Management Discussion
and Analysis” in this report.
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The assets quality of guarantee business enhanced
continuously, and its core business indicators such as
default payments and default rate continued to decline;
at the same time, the Company adopted a prudent
valuation system and made higher provisions for
outstanding guarantee business.

Through constant efforts in recent years, the Group’s
guarantee business achieved remarkable results, the assets
quality enhanced continuously, and its core business
indicators such as default payments and default rate
continued to decline. In the first half of 2021, the total default
payments of the Group for defaulting clients was RMB71.8
million, representing a decrease of RMB34.0 million or 32.1%
as compared with RMB105.8 million in the same period of
2020. Meanwhile, in the first half of 2021, the default rate
of the Group’s credit guarantee business (default rate =
current default payment amount/current guarantee amount
released) was 0.4% only, representing a significant decline as
compared with 0.9% in the same period of 2020.

The Group assessed the potential 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 RMB43.4 million (same period of 2020: RMB58.2 million)
for existing receivables for default payments in the first
half of 2021. As at 30 June 2021, 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
33.6%, remaining stable as compared with 33.9% as at 31
December 2020.

Financial Highlights
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Financial Highlights
e

Despite the continued decline in default payments and
default rate, the Group maintained a prudent valuation
system and made higher provisions for outstanding
guarantee business. Provision rate (provision rate = balance
of provisions for guarantee losses/ending balance of
outstanding guarantee) reflects the level of provisioning for
future potential default risk associated with the Group’s
guarantee portfolio. As at 30 June 2021, the provision rate
for credit guarantee business was 1.0% (31 December 2020:
1.0%), which always remained at a high level. With the
decrease in the outstanding balance of financing guarantee
business, the Group reversed a total of provision for
guarantee losses of RMB47.7 million in the first half of 2021.

In the first half of 2021, the provision for impairment losses
of receivables for factoring business of the Group was
RMB35.9 million, representing an increase of RMB23.9
million or 199.2% as compared with RMB12.0 million in the
same period of 2020, mainly due to the overdue of some
businesses with the collection of commercial acceptance
bills as the main repayment source.

For more information on the risk management and assets
quality indicators of the credit guarantee business and capital
business in the partnership finance business segment of
the Group, please refer to pages 18 to 25 under the section
headed “Management Discussion and Analysis” in this
report.

The quality of assets in the micro and small loan
business segment continued to be improved. The
balance of impaired loans and overdue loans both
decreased while the provision rate increased,
maintaining a high level of anti-risk ability.

In the first half of 2021, in accordance with the overdue
and impairment characteristics of products, the Group
made reversal for impairment losses of RMB8.7 million,
representing a decrease of RMB15.9 million or 64.6% as
compared with RMB24.6 million in the first half of 2020.
In the first half of 2021, the amount of impairment losses
charged to the current statement of profit or loss was
reversed, which is mainly due to the decrease of RMB419.3
million in balance of credit lending business and the
decrease in the balance of provision for impairment losses
for the current loan asset portfolio according to the portfolio
standard.

12 Hanhua Financial Holding Co., Ltd.
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Provision rate indicates the Group’s level of reserve for
the micro and small credit business. As at 30 June 2021,
the balance of provision for impairment losses for micro
and small loan business segment was RMB76.9 million
(31 December 2020: RMB94.6 million), and the provision
rate and provision coverage rate were 6.2% and 259.8%,
respectively (31 December 2020: provision rate: 5.7%;
provision coverage rate: 284.1%). The anti-risk ability was
strong.

For more information on the risk management and assets
quality indicators of the credit lending business in the micro
and small loan business segment of the Group, please refer
to pages 31 to 33 under the section headed “Management
Discussion and Analysis” in this report.

With the continued enhancement in cost management,
the refined management system was gradually formed,
which resulted in the continuous decline in operating
expenses.

In the first half of 2021, the Group reported operating
expenses of RMB318.8 million, representing a decrease of
RMB7.3 million or 2.2% as compared with the operating
expenses of RMB326.1 million in the same period of
2020. The continuous enhancement of human resources
management by the Group and the continuous improvement
of operational efficiency through “process reconstruction
and performance adjustment” resulted in the decrease of
expenses related to human resources costs. Meanwhile, 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, so as to reduce
the operating expenses relating to office leasing. In addition,
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 declining
trend.

Financial Highlights
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Management Discussion and Analysis

BEESmEDHh

BUSINESS AND FINANCIAL REVIEW 75 K B %50l B

PARTNERSHIP FINANCE BUSINESS SEGMENT BUEMEBEREST

Partnership finance business segment mainly engages in the BPHAESHMEBEEITIULSERMUR 2
provision of integrated financing services for small and medium- BW&S@Es FTEEmEBEAPINEER
sized enterprises (“SMEs”) clients covered by the national FREGEMTHBREREALEZ TES

operating network of the Group, which primarily include credit EERER B2XH B2EHKITEG
guarantee, capital business (capital business mainly includes EREWERETRIE s ZEREIB - ZREER) ~
receivables for factoring business, bill discount, entrusted loans), THEESTE - UNREMRE -

financial assets management and other services.

Partnership finance business segment - Credit BHESHEBRERIB—SHER—%
guarantee - Business expansion and products BHERER

The following table sets forth the key performance indicators of TR TEBAEEREHESRE
the credit guarantee business of the partnership finance business BERDHBEEERABRREBNREE

segment of the Group as at the dates indicated: Hiag .

30 June 31 December

2021 2020 Change
20214 20205
6H30H 12A31H 28

(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
FEREFBN UAREEELIIT) 1 i b B71%
Product distribution of BREBERERD G

outstanding guarantee:

Traditional financing guarantee BRAEER 6,185.9 6,738.0 (552.1) 8.2)

Bond guarantee BHER 13,439.0 15,229.0 (1,790.0) (11.8)
Outstanding financing guarantee balance R B ERERIE 19,624.9 21,967.0 (2,342.1) (10.7)
Non-financing guarantee FRBEER 11,904.1 12,195.0 (290.9) (2.4)
Total outstanding guarantee balance EREGEAE 31,529.0 34,162.0 (2,633.0) (7.7)

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

The Group adhered to the principles of compliant operations
and “encouragements and discouragements”, and effectively
integrated the macroeconomic control policies and industry
policies of the government to develop the guarantee business in a
prudent, steady and appropriate manner. As at 30 June 2021, the
Group’s outstanding guarantee balance of the credit guarantee
business was RMB31,529.0 million, representing a decrease of
RMB2,633.0 million or 7.7% as compared with RMB34,162.0
million as at 31 December 2020.

e Traditional financing guarantee business

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

As at 30 June 2021, the Group’s outstanding balance of
traditional financing guarantee business was RMB6,185.9
million, representing a decrease of RMB552.1 million or 8.2%
as compared with RMB6,738.0 million as at 31 December
2020. After the outbreak of “COVID-19 epidemic”, the short-
term liquidity risk of certain MSME clients was gradually
exposed, and the Group implemented more stringent credit
review standards for new customer entry and renewal of
existing customers, resulting in a slight decrease in business
balance.

The Group has always adhered to the principle of “small-
amount and dispersive” credit extension. As at 30 June
2021, the average balance of individual client for the Group’s
traditional financing guarantee business was RMB6.0 million
(31 December 2020: RMB4.9 million).

e Bond guarantee business

Currently, “Hanhua Financing Guarantee Co., Ltd.”,
principally 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., Pengyuan Credit Rating Co., Ltd. and Dagong Global
Credit Rating Co., Ltd., respectively.

As at 30 June 2021, the Group’s outstanding bond
guarantee balance was RMB13,439.0 million (31 December
2020: RMB15,229.0 million). In the first half of 2021, the
Group provided guarantee for three new bonds worth of
RMB1,200.0 million in total (the first half of 2020: Nil).
Meanwhile, bond guarantee of RMB2,990.0 million in total
was successfully released in the first half of 2021.

BIEEwAN
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In terms of debt guarantee business, the Group requires the
business team and the risk management team to perform
regular post-guarantee management quarterly, and perform
additional post-guarantee management procedures within 15
days after the disclosure of issuer’s annual financial report
and 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”,
non-standard 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 (BARBEBEEREKETEZEEAY
EREREA)) (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 the financing
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 the region with strong stability and good payment
history. According to the Group’s comprehensive review on
each bond, as at the date of approval of this report, there
is no significant potential default risk in the bond guarantee
business.

As at 30 June 2021, the collateral coverage rate of the bond
guarantee business was 83.5% (31 December 2020: 82.3%).
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. 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 2020.
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Management Discussion and Analysis

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). To reduce the
Group’s credit risks, the Group requires business owners
or controlling persons of the principal to provide counter-
guarantees, which make them jointly and severally liable
together with the principal when the Group incurs a loss.
The non-financing guarantee product mainly comprises
electronic bid guarantee and project performance guarantee
(collectively, the “non-financing guarantee business”).

To meet the demands for “project performance guarantee”
by the construction industry, the Group designed specific
products by taking into account the operating features of the
construction industry, and assisted a number of construction
and engineering construction enterprises which met
certain qualifications in their business expansion by issuing
“pbid guarantee, performance guarantee and prepayment
guarantee”.

In order to effectively reduce the transaction costs of market
entities, reduce the burden of SMEs, 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 160 urban public resources trading centres
in 27 provinces across the country, including Sichuan,
Shandong, Zhejiang, Jiangsu, Anhui, Guangdong, Hunan and
Shaanxi, with rapid development.
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The transaction amount of the non-financing guarantee
business in the first half of 2021 was RMB13,025.6 million,
representing an increase of RMB8,378.1 million or 180.3%
as compared with RMB4,647.5 million in the same period
of 2020, which was mainly attributable to the rapid growth
of electronic bid guarantee business. Although transaction
amount of the non-financing guarantee business increased
significantly in the first half of 2021, the balance of non-
financial guarantee business did not synchronously increase
due to the small amount of single electronic bid guarantee
business and the relatively short period (66 days on average).
As at 30 June 2021, the balance of non-financing guarantee
business was RMB11,904.1 million, remaining relatively
stable as compared with RMB12,195.0 million as at 31
December 2020.

Due to the small transaction amount of single electronic bid
guarantee business, as of 30 June 2021 the average balance
of individual client for the Group’s non-financing guarantee
business was RMB1.4 million, which was significantly lower
than the average balance of individual client of RMB2.4
million in such business as at 31 December 2020.

Management Discussion and Analysis

BEESmEDHh
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Partnership finance business segment - Credit
guarantee - Risk management and assets quality

TEREINRFATREREERERERE
BEERBEEESER

The following table sets forth the key assets quality indicators
of the credit guarantee business of the Group as at the dates
indicated:

For the six months period For the year

ended 30 June Change 2020
HE6H30BLLNERHM 2E) 2020 E
2021 2020
20215 2020
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage % Amount
FERAFAN AARETELHT) b4 k2 k3 B % b2
Default rate RE= 0.4% 0.9% (0.5 ppt - 0.6%
BE)
Default payments BT 71.8 105.8 (34.0) (32.1) 171.8
Guarantees released ERRER 19,049.9 11,715.7 7,334.2 62.6 28,614.2
Loss ratio @ Bkxe 0.2% 0.5% (0.3 ppt - 0.7%
BAH)
Provision for impairment losses of R ETGENEE 43.4 58.2 (14.8) (25.4) 201.1
receivables for default payments VEAEEES
Guarantees released ERRER 19,049.9 11,715.7 7,334.2 62.6 28,614.2
Recovery rate © [B] g tE & E 24.8% 57.7% (32.9 ppt - 68.8%
BAH)
Recovered amount e 17.8 61.0 (43.2) (70.8) 118.2
Default payments BHACE 71.8 105.8 (34.0) (32.1) 171.8
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BIEEwAN

30 June 31 December

2021 2020 Change
2021 20204
6H30H 12A31H 23
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
FrREHBSN UARRTE IR E7d 2 E3] B
Provision rate “ By 1.0% 1.0% - -
Balance of provisions for guarantee losses EREEERESHE 310.9 358.6 @7.7) (13.3)
Outstanding guarantee balance ARERRE 31,529.0 34,162.0 (2,633.0) 7.7
Notes: PR
(1)  Default payments made on behalf of defaulting clients divided by (1) REANRPHREENERMUEZERRER
guarantee released. G
(2)  Provision of impairment losses of receivables for default payments 2 EWRRERTIENEEREEBERBKRLUE
divided by guarantee released. fRBRERERE
(3) Recovered amount divided by default payments made on behalf of (3) EIWMEEEHRURBAREHBEEMNEE
defaulting clients.
(4) Balance of provisions for guarantee losses divided by the (4) EREEEHSHRERUTERERGRE.
outstanding guarantee balance. Provision rate indicates the level of BEXBELNAEENERESHOEEK
reserve which the Group set aside for the guarantee portfolio. Fo

After years of development, the partnership finance business RBZENER BHESREREREDI
segment has developed an independent risk culture and risk BT B & AL BY R B SCAE A R B S IR A
management system. The Group applied the general principles ZoERFIEEAR B RE ; BHELE
of risk management that aim to “focus on quality and seek BB, nHEEE EERE  BER
progress while maintaining stability; adjust the structure and B - HBEARK WEBEEREFRIE
enhance quality and efficiency; manage by classification and e L 2021 FHEBRFT 22— ¥
engage in bottom-line thinking; and optimize models and carry BB - Ralm - BRERGIPVARERE
out transformation and upgrading”, and further worked towards HEEE o

“safety first, customer base upgrade, comprehensive income and

compliant credit extension” in 2021.
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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 2021, the collateral coverage
of traditional financing guarantee business was 74.3% (31
December 2020: 72.7%). 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.

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.

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. Moreover,
the Group achieved overall upgrade of comprehensive
income by utilizing the partnership finance business segment
and even the excellent financial instruments of Hanhua
Financial and by offering customers with integrated financial
service solutions.

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

Through constant efforts in recent years, the Group’s guarantee
business achieved remarkable results, the assets quality
enhanced continuously, and its core business indicators such as
default payments and default rate continued to decline. In the
first half of 2021, the total default payments of the Group’s credit
guarantee business on behalf of defaulting clients amounted to
RMB71.8 million, representing a decrease of RMB34.0 million
or 32.1% as compared with RMB105.8 million in the same
period of 2020. In the first half of 2021, the default rate of the
Group’s credit guarantee business (default rate = current default
payment amount/current guarantee amount released) was 0.4%,
representing a decrease of 0.5 percentage points as compared
with 0.9% in the same period of 2020.

For defaulting clients, 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 2021, the
Group recovered a total of RMB17.8 million of default payments
from defaulting clients in the previous years, representing a
decrease of RMB43.2 million or 70.8% as compared with
RMB61.0 million in the same period of 2020. Meanwhile, the
recovery ratio (recovery ratio = current recovery amount/current
default payments amount) for the first half of 2021 was 24.8%,
representing a decrease of 32.9 percentage points as compared
with 57.7% for the same period of 2020.

Despite the continued decline in default payments and default
rate, the Group maintained a prudent valuation system and made
higher provisions for outstanding guarantee business. Provision
rate (provision rate = balance of provisions for guarantee losses/
ending balance of outstanding guarantee) reflects the level of
provisioning for future potential default risk associated with the
Group’s guarantee portfolio. As at 30 June 2021, the provision
rate for credit guarantee business was 1.0% (31 December 2020:
1.0%), which always remained at a stable level.
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Management Discussion and Analysis

BEESmEDHh

Partnership finance business segment - Capital BHERERERIT-STEH %
business - Business expansion and products BHERER

The following table sets forth the key performance indicators of TEREIINRPA A EEBE SR E
the capital business in the partnership finance business segment BERODHSBEESERNHERBERTS
of the Group as at the dates indicated: 12

30 June 31 December

2021 2020 Change
20214 20204
68308 12A31H 2%
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
FEREHHEN MARBEETIIT) E k2 k3 B %
Entrusted loans ZRER 331.4 360.9 (29.5)
Receivables for factoring business M RIEBRR 1,226.6 1,292.9 (66.3) -
Balance of capital business BEEERRE 1,558.0 1,653.8 (95.8) (5.8)
Balance of provision for impairment losses EENEERKE 102.9 83.7 19.2 229
Provision rate (! R 6.6% 5.1% 1.5 ppt =
BA
Provision coverage rate BEBEXL 248.0% 252.9% (4.9 ppt -
B
Balance of overdue capital business EARESEKGE 205.5 174.3 31.2 17.9
Proportion of the balance of BRAESEHREIGIL 13.2% 10.5% 2.7 ppt -
overdue capital business © B
Balance of impaired capital business BHEES£EHE 4.5 33.1 8.4 25.4
Proportion of the balance of BHEESEHREELTY 2.7% 2.0% 0.7 ppt -
impaired capital business B

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

Notes:

0

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 and Insurance
Regulatory Commission 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 is
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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Management Discussion and Analysis

BEESmEDHh

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, bond-based assets and other
assets with higher liquidity in their investment. While the level
of liquidity increased, income from such capital decreased
substantially in comparison with traditional capital businesses.
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 2021, the balance of the capital business of the partnership
finance business segment was RMB1,558.0 million, representing
a decrease of RMB95.8 million or 5.8% as compared with
RMB1,653.8 million as at 31 December 2020.

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 2021, the balance for factoring receivables amounted
to RMB1,226.6 million, representing a decrease of RMB66.3
million or 5.1% as compared with RMB1,292.9 million as at 31
December 2020. The average duration of this type of business
was 11 months, and 93.5% 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 assets 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 assets quality”
of the credit guarantee business of this report.

As at 30 June 2021, the balance of overdue capital business
of the partnership finance business segment was RMB205.5
million, representing an increase of RMB31.2 million or 17.9%
as compared with RMB174.3 million as at 31 December 2020.
The increase in the balance and proportion of overdue capital
business was mainly due to the overdue receivables for factoring
business with the collection of commercial acceptance bills
as the main repayment source. For enterprises with overdue
payments, the Group ceased new business connections and
conducted a comprehensive inventory of existing business and
formulated a series of disposal plans. In the first half of 2021, the
Group adopted a prudent valuation system and made provision
for impairment losses of RMB35.9 million on the overdue and
outstanding receivables for factoring business to enhance the
anti-risk capability. As at 30 June 2021, the provision rate of the
receivables for factoring business was 6.3% (31 December 2020:
3.1%).

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”.

BIEEwAN

BHERMEBERIT-BESET A
BREEREELE

EROEFPREGHEREBERER
RHES DnERRPHNESRIO KE
EIREBEFIZERAOR—R—BERHA
RAL UM —RERENKEEE-A
HRHERESEREREREBNR
BREERR F2RARSERERES
EREEREELGE I8 -

HE2021F6830H  BHSREREH
DBEAPESEKFREALARE205.5
BET K2020F12A31HRE AR K
1743887 LAANREI1. 258 T 18
1E17.9% EH I E S EFRBE RGN
A FERRAABOUBERTEEZIT
WRIEATEBER LRI ERRRGFRE
EBHIRAB - HHBAPRFIRERN
¥ REBRLFEIEHEFHBETHE
EEFETEEEY UHTE—RIEE
FHE2021F L5 AEBARBRIEN
LR BN BB EA L K S R EH
FERFRERENNEEREERRA AR
35 0B Bt UMIREMAME #HE
2021FE6H30H  EWNFRIBEHREHEERS
6.3% (2020 12831H : 3.1%)

NMIEEETE DB

IMUEEEB D EBEEMREE AR
REEH - BME-BH BRERRIIG
NENBERABUKREHEREZHAN B
EEE -GARBENENKBMER =
EERENIMEE - BEIBRREA
UUTEBUMIER)) RZHUNE DU
R EMERIRBEARS R - Hep Ut
BE M) ERE RYBNEERAF
BEESEMBEREINER-

Interim Report 2021
—E_—FrhEiRE

V N

25




26

V N

Management Discussion and Analysis

BEESmEDHh

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 customers
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 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 circumstances and their own
understanding of small and micro customers and risk tolerance,
and decide independently as to whether provide or decline capital
services.
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Management Discussion and Analysis

BIEEwAN

In the course of cooperation with various financial institutions, FHRETREERESENBRE+ &
the two sides share information, exchange resources, and give FEEZEE -BEREBER TOEEBEEAN
full play to their resource and technological advantages, with BREZ RMES HEAINMELIRR

a view to jointly providing credit lending business to small and HEEERBE - AEENERER 2 F
micro customers. The Group’s strengths lie in the risk awareness RIFETIMEREIEMBERNEZE
and service experience in respect of such customer groups HEEBERENREMDHAARTS &SR FTEIL
accumulated over all these years in the small and micro customer BN & B IZAE 1 ~ 2 B4R B B B A
sector, as well as special risk control capacities, nationwide REERRBEERES]

network and team, and sound credit service output capability.

As at 30 June 2021, the asset under management of the Group’s HE2021F6830H  AEB/NMIEEE

small and micro credit business segment is as follows: BoHETEENEERREENT !
30 June 2021 31 December 2020
202168 30H 2020125318

(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
FrRAHAIM UAREBETIIT) 1 15485 % g 154855 %
Micro and small finance N g

Credit lending business EER% 426.5 17.7 406.6 13.0
Credit consulting business ERR% 1,984.3 82.3 2,716.9 87.0
Subtotal INE 2,410.8 100.0 3,123.5 100.0
Standard finance BEER

Credit lending business FER% 796.5 63.9 1,230.7 69.7
Credit consulting business ERRH 450.9 36.1 534.7 303
Subtotal gt 1,247.4 100.0 1,765.4 100.0
Platform finance Tadh

Credit lending business BEERE 13.9 1.0 18.9 2.0
Credit consulting business ERIRE 1,341.4 99.0 944.2 98.0
Subtotal INE 1,355.3 100.0 963.1 100.0
Loan balance B

Credit lending business EER% 1,236.9 24,7 1,656.2 28.3
Credit consulting business ERR% 3,776.6 75.3 4,195.8 71.7
Total &t 5,013.5 100.0 5,852.0 100.0

As at 30 June 2021, the balance of assets under management HE2021F6H30H  N\UEEXH DS

of the micro and small loan business segment was RMB5,013.5 EENEERERBEASARKS013.5H

million, representing a decrease of RMB838.5 million or 14.3% as Bt B2020F12B31HE BN EERIE

compared with RMB5,852.0 million as at 31 December 2020. AR #5,852.088 L TRERARE
838.5E&® T [F1E14.3%°
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Management Discussion and Analysis

BEESmEDHh

As at 30 June 2021, the balance of assets under management
of credit lending business in the micro and small loan business
segment was RMB1,236.9 million, representing a decrease of
RMB419.3 million or 25.3% as compared with RMB1,656.2
million as at 31 December 2020. The credit lending business
was funded by the Group’s working capital, including registered
capital and external debt financing. As there was no seamless
match between new debt capital and debt capital soon falling
due, the small and micro credit business segment of the Group
accumulated funds with business returns and gradually repaid
external financing, which reduced the capital available for
business granting, resulting in a decline in the loan balance of
credit lending business.

At the same time, leveraging the Group’s accumulated
experience, capabilities and strengths in micro and small loan
services, the micro and small loan business segment provided
credit consulting business to financial institutions such as
external partner banks, 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 2021, the balance of the
assets under management of credit consulting business of the
micro and small loan business segment was RMB3,776.6 million,
representing a decrease of RMB419.2 million or 10.0% as
compared with RMB4,195.8 million as at 31 December 2020.

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

Micro and small finance is a traditional segment under credit
lending business, with a focus on the industry chain of livelihood
data and the origin market, and provides online and offline
integrated intelligent financial services for small and micro
economies and their upstream and downstream business around
core customers. In line with “partner finance” strategy and
taking various high-quality and stable industrial chains as the
main market, the micro and small finance vigorously developed
small and medium core enterprises of various industrial chains
as partners through the model of “resource sharing and benefit
sharing”, providing member companies on the industry chain and
platform, such as MSMEs 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 generally between 6 and 18 months. As at 30 June
2021, micro and small finance loans balance of credit lending
business was RMB426.5 million, representing an increase of
RMB19.9 million or 4.9% as compared with RMB406.6 million
as at 31 December 2020. As at 30 June 2021, the average
balance per transaction for micro and small financial loan was
RMB2,031,100 (31 December 2020: RMB1,239,600).

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

The standard financial products primarily refer to “Jiaye Loan”.
“Jiaye Loan” is a credit product for meeting the demand of small
and micro customers and individual business proprietors’ daily
working capital turnover, which takes into account the credit
status of borrowers and requires to provide self-owned properties
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
properties pledged regarding its ownership, status of pledges and
mortgage, other information on liability, geographical location of
the cities in which the properties are located, age, and 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 of the borrowers. After that, the
Group determines the actual loan amount based on the general
credit condition and the purpose of financing of the borrowers.
The principal and interest of the loan products are to be repaid in
equal monthly installments.
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Management Discussion and Analysis

BEESmEDHh

In the course of normal operation, the front office staff is
responsible for marketing and obtaining customers. 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 2021, the balance of “Jiaye Loan” was RMB794.7
million (31 December 2020: RMB1,223.4 million). The average
balance per loan outstanding was RMB303,800 (31 December
2020: RMB336,700).

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 client bases and provide a 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 2021, the balance of platform finance products in
credit lending business was RMB13.9 million (31 December 2020:
RMB18.9 million). The average balance per loan outstanding was
RMB77,100 (31 December 2020: RMB53,000).
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Micro and small loan business segment -Credit lending
business —Risk management and assets quality

TR BEFMTARAERNREES
EHENBEERFHIEREEEEER !

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:

30 June 31 December
2021 2020 Change
20214 20204
6830H 128318 p=E)

(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
BEREHBEN UARBEELIIT i k3 b B7H%
Micro and small finance loans NHEREN 426.5 406.6 19.9 4.9
Standard finance loans EESRED 796.5 1,230.7 (434.2) (35.3)
Platform finance loans TaERER 13.9 18.9 (5.0) (26.5)
Subtotal of loan balance e U 1,236.9 1,656.2 (419.9) (25.3)
Balance of provision for impairment losses B EREEEHLE 76.9 94.6 17.7) (18.7)
Provision rate (! BEE 6.2% 5.7% 0.5 ppt =

B
Provision coverage rate © BEBEXL 259.8% 284.1% (24.3 ppt -

B
Balance of overdue loan business RIS ERRE 205.6 217.1 (11.5) (5.3)
Proportion of overdue loan business © BB EK GO 16.6% 13.1% 3.5 ppt -

B
Balance of impaired loan business EREERELGE 29.6 33.3 (3.7) (11.1)
Proportion of the balance of EREERERREEGLY 2.4% 2.0% 0.4 ppt -

impaired loan business B

Notes: B
(1)  Balance of provisions for impairment losses divided by the balance (1) BERBERGRERUEERRIE

of loan business.

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

impaired loan business. BR&E

(3) Balance of overdue loan business divided by the balance of loan (B) R ENEFRREMRUBNRERRKRIE-A
business. For the definition of “overdue loan business”, please refer fTABEERERINER F2RAERE
to page 23 of this report. %238 °

(4) Balance of impaired loan business divided by the balance of loan (4) EBHEEMRERGERUEMERGRE.

ERTEREEREBI NER F2RE
REH23H

business. For the definition of “impaired loan business”, please refer
to page 23 of this report.
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In the first half of 2021, in accordance with the overdue and
impairment characteristics of products, the Group made reversal
for impairment losses of RMB8.7 million, representing a decrease
of RMB15.9 million or 64.6% as compared with the reversal for
impairment losses of RMB24.6 million in the first half of 2020. In
the first half of 2021, the amount of impairment losses charged to
the current statement of profit or loss was reversed, mainly due
to the decrease of RMB419.3 million in balance of credit lending
business, resulting in the decrease in the balance of provision for
impairment losses for the current loan asset portfolio according to
the portfolio standard.

Provision rate indicates the level of reserve which the Group
sets aside for the small and micro credit business. As at 30
June 2021, the balance of provisions for impairment losses of
micro and small loan business segment was RMB76.9 million,
with provision rate increasing from 5.7% as at 31 December
2020 to 6.2% as at 30 June 2021, indicating a stronger anti-risk
capability.

As at 30 June 2021, the overdue balance of the micro and small
loan business segment was RMB205.6 million, representing
a decrease of RMB11.5 million or 5.3% as compared with
RMB217.1 million as at 31 December 2020. The proportion of
overdue loan business increased to 16.6% as at 30 June 2021
(31 December 2020: 13.1%) due to the decline in loan balance
of credit lending business. Overdue loans are mainly derived from
“Jiaye Loan” business. “Jiaye Loan” is a product with sufficient
collaterals, and the primary repayment source requirement for
borrowers is more relaxed than that for micro and small loans.
Despite the increase in proportion of overdue loan business, there
was no fundamental change in the overall risk level. As at 30
June 2021, the balance of the overdue Jiaye Loan business was
RMB163.8 million, accounting for 79.7% of the balance of the
overdue loan business.

Hanhua Financial Holding Co., Ltd.
BESERNOBRAR

2021 F E¥F O AEEKEERB R R
BERH SDEEREBEERAIARES.7
BEJT H2020F F¥ FHEO|NE ERE
BRARB24.6EE T B AREE
15,08 8B 75 [R1E64.6% 20214 ¥ &
AR ERRNEERERLASEE
HERE TERRASHEERENE
MEREER LD ARIE419.3E B TEERE
HEeEEHHER CEEEERaRES
RNEERBEEERE NEMR

BEEXRMTAEERNMEEET X
KEBERRNEEKT BHE2021F68
0H  NHIEEEHRDEEERBEEER
BAARKE76.08E T BHEEN20205F
128318H85.7% L F E2021E6H30H B
6.2% VIR EE I —F iR

B E2021FE68300 /U EBEHSD
HMEAHEEAARE20565688 T B
2020F12B31HARSEARK217.1
BET RV ARB11.5688 T FI8
53% HNEERBERGBE TR BE
2021F6830H BRI ERMFEB(LLL £
FE16.6% (2020F12831H : 13.1%) °
EARERTERENREEXE £ =
XEREREREYNES HERAN
F—BARRERER N MERERSE
EROBEACDABERER(GLLIE M B
EEER K FEBAREEL  EHE20215F
6H30H  BEAMEEEEKHEAAR
163.8E BT ME BB EMEFKRE
BIEEB 79.7% o



Management Discussion and Analysis

In the first half of 2021, the Group has written-off the total of
RMB18.1 million loans that made full provision for impairment
losses, resulting in decline in the balance of impaired loans. The
balance of impaired loans in the micro and small loan business
segment was RMB29.6 million as at 30 June 2021, representing
a decrease of RMB3.7 million or 11.1% as compared with
RMB33.3 million as at 31 December 2020. However, as a result
of the decline in balance of credit lending business, the proportion
of impaired loans to asset balance of credit lending business
increased from 2.0% as at 31 December 2020 to 2.4% as at 30
June 2021.

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, 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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TEREIBEFMTHABTIERNMEES
EHDEMERRBHERERER

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 2021 31 December 2020

20215F6H30H 2020%12831H
(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
FERBEFBPN UAREEE I E7d 154885 % £33 1A%
Micro and small finance loans INYERER 1,984.3 52.6 2,716.9 64.8
Standard finance loans RESHED 450.9 11.9 534.7 12.7
Platform finance loans TaEmER 1,341.4 35.5 944.2 22.5
Subtotal of loan balance BRI 3,776.6 100.0 4,195.8 100.0
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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 2021, the assets under management of the credit
consulting services business in the micro and small loan business
segment was RMB3,776.6 million, representing a decrease of
RMB419.2 million, or 10.0% as compared with the assets under
management of RMB4,195.8 million in 31 December 2020.

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 2021, the Group
successfully established eight funds with external investors (31
December 2020: eight), raising gross proceeds of RMB886.3
million (31 December 2020: RMB881.5 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 2021, it
has applied RMB1,155.1 million (31 December 2020: RMB999.4
million) in equity investment for long term returns from capital
appreciation, and RMB147.3 million (31 December 2020:
RMB162.2 million) in debt investment for stable return with the
aim of effectively utilizing idle funds to enhance capital earning.

In the first half of 2021, the capital investment and management
business segment derived net interest and handling fee income of
RMBG6.7 million from debt investment (first half of 2020: RMB8.0
million). In addition, the capital investment and management
business segment reaped RMB1.2 million from dividends from
invested entities and share of profits of associates and joint
ventures (first half of 2020: RMB1.5 million), and recorded a fair
value change gain of RMB7.9 million generated from the invested
companies (first half of 2020: a fair value change loss of RMBO0.6
million).

Meanwhile, the Group makes provision for asset impairment
associated with the creditor’s rights by referring to the rules of
risk management of capital business in the partnership finance
business segment. In the first half of 2021, the Group reversed
RMBO0.8 million of provision for asset impairment losses (first half
of 2020: RMBO0.2 million). Among the Group’s equity investment
in a lot of SMEs, the invested entities are running soundly and
there is no indication of impairment.
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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.

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.

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. As at 30 June 2021, Fumin Bank had a total
asset of RMB52,8483.4 million (31 December 2020: RMB53,177.2
million) and a total liability of RMB49,163.7 million (31 December
2020: RMB49,652.2 million). Meanwhile, its profitability remained
stable. In the first half of 2021, Fumin Bank achieved a net profit
of RMB161.5 million (same period of 2020: RMB168.7 million).
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CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

Capital structure

Our share capital was RMB4,600.0 million as at 30 June 2021,
made up of 3,430,000,000 domestic shares (“Domestic
Shares”) and 1,170,000,000 H shares (“H Shares”), at a face
value of RMB1.00 per share.

Debt-to-equity ratio

As at 30 June 2021, the debt-to-equity ratio (calculated by sum
of interest-bearing borrowings and financial assets sold under
repurchase agreement, over total equity) of the Group was 46.3%
(81 December 2020: 65.8%).

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 our initial
public offering. Our working capital and other capital needs are
related to micro loans and entrusted loans, default payment,
margins maintained at banks, and other working capital needs.

As at 30 June 2021, we had cash and cash equivalents to the
amount of RMB646.1 million (31 December 2020: RMB1,505.2
million). For the six months ended 30 June 2021, the Group did
not use any financial instrument for hedging purpose.
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Indebtedness

As at 30 June 2021, we had a total of RMB3,648.5 million (31
December 2020: RMB5,263.9 million) interest-bearing debts
outstanding, of which RMB3,648.5 million (31 December 2020:
RMB5,263.9 million) had fixed interest rates. As at 30 June 2021,
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 credit guarantee 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 2021, we had credit guarantee outstanding to the amount of
RMB31,529.0 million (31 December 2020: RMB34,162.0 million).

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

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

Significant investment

For the six months ended 30 June 2021, the Group had no
significant investment.

Major acquisition and disposal

For the six months ended 30 June 2021, the Group had no major
acquisition and disposal.
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Pledge of assets

As at 30 June 2021, the Group had buildings to the carrying value
of RMB803.3 million (31 December 2020: RMB346.4 million) put
in pledge for bank loans.

Contingent liabilities

The Group had no significant contingent liability as at 30 June
2021 other than the off-balance sheet arrangements disclosed on
page 38.

Interim dividend

The Company will not declare an interim dividend for the six
months ended 30 June 2021.

HUMAN RESOURCES

“Talents” always represent one of the most valuable assets of
Hanhua and are carefully nurtured. The Company has been
committed to building a high-standard professional team by
adhering to the concept of “kindness, diligence, integrity, self-
discipline and responsibility”. As at 30 June 2021, the total
number of employees of the Group was 1,352.

The Company attaches great importance to corporate culture
building and humanistic care, and enhances employees’ sense
of belonging through the development of corporate soft power.
Being concerned about the general health management of
employees, the Company has improved commercial insurance
and organised health check-ups for its employees while
performing its corporate obligations on social security. In
response to national and local calls, the Company implemented
the normalised management of epidemic prevention and control
to safeguard the physical and mental health of employees.
It has built a corporate honour system by organising annual
appraisal to appreciate the teams and individuals with outstanding
performance and contribution, so as to stimulate their enthusiasm
for work and value creation. The Company established a mutually
beneficial and sustainable employment relationship, recognised
the long-term contribution of its employees, and set up and
launched the Employee Service Awards to carry forward its
corporate culture.
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In terms of talent development, the Company never forgets the
original aspiration of Hanhua’s talent concept, and continues to
explore and practise a talent cultivation and development model
in line with digital corporate transformation. Under the talent
strategic planning in 2021, the Company broadened its vision of
talent operation and management, integrated talent development
with the career lifecycle of employees, and emphasised
systematic talent development in its upstream and downstream.
The purpose was to gradually build a comprehensive digital
platform for talent operation and management. In addition, the
Company actively promoted the programme of localised and
customised talent development, and built a diversified talent
development model for common development, shared growth
and win-win scenario for personalised development demands of
different talents.

In terms of compensation and performance management,
through the construction of a digital platform, the Company broke
through communication barriers between multiple management
function information systems and realised automatic connection
in information transmission, performance appraisal and cross-
departmental collaboration, which helped improve management
accuracy and efficiency. Each business segment, based on its
own characteristics and development status, combined with
internal and external management practices, has formulated
performance appraisal methods in a targeted manner to
motivate employees to be spontaneously, initiatively and actively
engaged in their own work, thus promoting the improvement
of organisational effectiveness. At the same time, with internal
analysis and discussion as well as external exchange and
learning, the upgrade plan of the performance management
platform was studied and put into trial implementation. In the
future, an efficient, convenient and flexible integrated performance
management platform will be gradually built.

Digital transformation has been a key focus of human resources
management in recent years. Through a comprehensive digital
platform and big data to support decision making, the Company
is striding forward to building a digital ecosystem. In the first half
of 2021, the Company fully launched the construction of a digital
platform for talent management:
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Management Discussion and Analysis

The recruitment platform has begun to take shape, covering the
entire recruitment process such as staffing management, resume
management, position management, interview management and
induction management.

The introduction of intelligent robotic process automation (“RPA”)
for repetitive, high-frequency, high-volume transactional work has
now enabled automated and centralised processing of tax returns
and payroll calculations. The RPA model under 24-hour operation
and maintenance will greatly improve the efficiency and precision
in work, providing a solid foundation for efficient management.

In the post-epidemic era, the electronic signature system was
put in place in a timely manner, so that a series of signing tasks,
such as the signing of employees’ labour contracts and personnel
documents as well as the issuance and signing of systems,
would be transferred to the digital platform. That would break
through the constraints of spatial distance and time, and realise
digital office and paperless management due to its safe, legal,
convenient and efficient nature.

In addition, multiple measures such as self-service answering
robots, mobile terminal attendance upgrade and flexible
welfare platforms for employees were adopted based on digital
technology to serve the digital trend of corporate governance
and employee relationship maintenance. These measures kept
abreast with the trend of online social coordination and made
management behaviour more timely, flexible and comprehensive,
which helped to create an open and positive interactive
atmosphere, as well as to enhance the satisfaction among
employees.

PROSPECTS

Since its establishment, the Group has been deeply engaged in
the micro, small and medium finance. Currently, with the digital
wave changing various industries, new changes and trends have
emerged in banking relationships, customer relationships and
industry chain demand characteristics. Given such new internal
and external environments, it is always an important proposition
for us to consider how to upgrade our existing business model to
continuously meet customer needs, while leveraging our strengths
and making use of digital opportunities in the information era.
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Management Discussion and Analysis

BEESmEDHh

Looking forward, the Group will further follow the guidance of
“partnership finance, platform finance and eco-finance”, adhere
to the development strategy of “sci-tech finance” and “industry
finance” synergy, and build a comprehensive and full-cycle service
system integrating “debt + equity + asset trading” in all segments.

For partnership finance business, we will continue to seize
the opportunity of industrial internet by focusing on scenario
construction in the direction of supply chain finance and by
means of financial technology. Specifically, we will strengthen the
construction of Hanhua Cloud Chain platform to further obtain
customer in batches, carry out accurate marketing and rapid
iteration through refined product operation, customer operation
and risk management; continue to cooperate with various
local public resources trading platforms and electronic bidding
and procurement platforms of large enterprises, and expand
electronic guarantee business nationwide. In the selection of
industrial scenarios, the Group will focus on industries that tally
with the needs of national strategies and social development,
with a sufficient customer base and scalable space as well as a
complete industrial chain and competitive edges.

Microfinance business will continue to maintain existing
businesses, especially to meet the needs of customers in
the small industry chain represented by Kuaixiao Loan. In the
future, according to the trend of credit business, as well as the
group’s overall strategy and funding arrangements, the scale of
microfinance business assets will shrink to a certain extent.

For capital investment and management business, we will
focus on the four major areas of medical and health, high-end
manufacturing, new information technology and new materials in
military industry, with PE funds, industrial funds and M&A funds as
major investment vehicles. The advantage of the diversified and
integrated license of the Group is leveraged for building a service
system that facilitates the synergy of equity and debt.
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DIRECTORS’, CHIEF EXECUTIVES’ AND
SUPERVISORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2021, the interests or short positions of the
directors (“Directors”), the chief executives of the Company
and the supervisors of the Company (the “Supervisors”) in
the shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFO”))
which were required, (a) to be notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or deemed to
have under such provisions of the SFO); or (b) to be recorded in
the register required to be kept under section 352 of the SFO;
or (c) to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) contained in
Appendix 10 to the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) were as follows:

(i) Interests in the Company

Other Information
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EF - RETBRASRESZENRG
R 8 RARR (7 2t am e 3%

R2021FE6830H AR AESE (TE
FE) AR ERSTHAERAABESE
(TBEE ) RARAZAET B ZE (E
ERBESRPERG ((EBERAEEG)
BXVER) ZIRD  ERRMD N EEEDF
BAQIREESMPERAEXVBETR
SNWENANAREEMERZMER
NE) (T RFR)) 2 EmIR e (BIEFE
RIFE S RPERA 2 ZEBRCWEE
FWRAFTE 2R RRE) ; H(b)ER
ARBESRIPERAEISREEZE
AR KA 5 H ()RR PTE
% LR (T EHmRB) Mgk +-Fre £
BEITAERETESTZIEEFE) (ME
ZFR)) BENAAB R ZEEm
RBETIEWMT -

() MEQFHI#ED
Approximate Approximate

percentage in percentage in

No. of relevant class of total
Name of shares held share (%)“ share capital®
Shareholder Position Class of share Nature of interests (Shares) BRI 5 EREEHZ
REHTE Bl fe 13 45 5 fEmitE RBERGHUE (&) Z BB 7 (%) BB RLE(%)0
Zhang Guoxiang™® Director Domestic Share Beneficial owner/Interests of 453,185,762 18.21 9.85
REIFO 8% nEk controlled corporation (Long position)
BREAN/SEEEER (##8)
H Shares Beneficial owner 585,971 0.05 0.01
H% ERBEBA (Long position)
(##8)
Wang Fangfei® Director Domestic Share Interests of controlled 231,532,653 6.75 5.03
FEEY B REK corporation (Long position)
REEERT (78
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Approximate Approximate
percentage in percentage in
No. of relevant class of total

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

Shareholder Position Class of share  Nature of interests (Shares) LB RRHER hRRAEE 2

R %18 B fir iR Bt RHERNEE (R Z BB 7 (%)Y BAER (%)

Cui Weilan® Director Domestic Share Beneficial owner 2,058,742 0.06 0.04

EREY S REK BEREEA (Long position)

(=)

H Share Hig Beneficial owner 648,005 0.08 0.01
BEREEA (Long position)
(=)

Liu Jiaoyang Director Domestic Share Beneficial owner 441,159 0.01 0.01
25515 S REK BEREEA (Long position)
(=)

Li Ruping Supervisor Domestic Share Beneficial owner 2,352,848 0.07 0.05
FNF E=x NER EREBA (Long position)
(tF=)

Chen Zhonghua Supervisor Domestic Share Beneficial owner 441,159 0.01 0.01
BhE S REK BEREEA (Long position)
(=)

Qin Yong Supervisor Domestic Share Beneficial owner 588,212 0.02 0.01
e S REK BEREEA (Long position)
(=)

Notes: Htat :

1. Mr. Zhang Guoxiang directly holds approximately 66.89% of 1. REHEETEEERBEERNY
the equity interest of Huitai, which directly holds 450,416,901 66.89%KE MaTEEZFSA
Domestic Shares of the Company. Accordingly, Mr. Zhang NAT450,416,901 RN E P& ©
Guoxiang is deemed to be interested in the 450,416,901 It REFEERRIERERTR
Domestic Shares held by Huitai. Mr. Zhang Guoxiang also 19450,416,901 RN E R F R #
directly holds 2,768,861 Domestic Shares of the Company. Mo RBFEAEETEREFEARA

2,768,861 N ER -
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(i)

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

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

4. As at 30 June 2021, the issued Domestic Shares and the
H Shares of the Company were 3,430,000,000 shares and
1,170,000,000 shares, respectively.

5. As at 30 June 2021, there were 4,600,000,000 Shares of the
Company in issue.

Save as disclosed above, as at 30 June 2021, 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.

(ii)
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4. FR2021F6H30H ' &xABE
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS TERRNRIRD RAERKRGD 2
AND SHORT POSITIONS IN SHARES AND 7 B

UNDERLYING SHARES

As at 30 June 2021, the persons (not being a Director, chief 22021568 30H » R AR B 2 {75 348
executive of the Company or Supervisor) or corporations who IR D P B IRIEE 5 B E KA HEXV
have interests or short positions in the shares or underlying EBEFE2 K37 BB M AR B) K B AZ P 4 B2
shares of the Company which are required to be notified to the ZHREEKE > ML AREBESRBPER
Company and the Stock Exchange under Divisions 2 and 3 of BB 336K B EF 2 B 5 A 2 1 & ol 3
Part XV of the SFO and recorded in the register required to be B REEER IEERERKE R
kept under section 336 of the SFO and who were directly and/or ARERBR TITERAABDREAGERE
indirectly deemed to be interested in 5% or more of the nominal ZEAENR Az MEFRHEBS%N U L

value of any class of share capital carrying rights to vote in all 2RRmZAT (MFERARBDEE - RBIT
circumstances at general meetings of the Company are listed as BABHEES) A 2a5HANT -
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 (share) LERRGOER EREEHZ
REATE R ER ButE HERMEAE (R) 2B B R L (%)Y BEAYE 3 L (%)
Huitai Domestic Share Beneficial owner 450,416,901 13.13 9.79
250 NER EREEA (Long position)
(##8)
Loncin Holdings Co., Ltd. Domestic Share Beneficial owner 432,188,780 12.60 9.40
(“Loncin Holdings’)? NER EakEEA (Long position)
BEZERERARY (##8)
Loncin Group (‘Loncin Group”)?® Domestic Share Interests of controlled 432,188,780 12.60 9.40
BEEEBRAFE NER corporation (Long position)
SEEEER (#R)
Shenzhen Jinling Huaruan Domestic Share Beneficial owner 280,000,000 8.16 6.09
Xintai Investment Partnership RER BEREBA (Long position)
(Limited Partnership) (78)
MIERERERRERBLE
(BREH)
Beijing Daoyang Zhengde Information Domestic Share Beneficial owner 270,000,000 7.87 5.87
Consulting Co.,Ltd. RER BEREBA (Long position)
TREBEEER (##8)
HBABRAT
Wang Mingyue Domestic Share Beneficial owner 269,824,593 7.87 5.87
IR NERK BB (Long position)
(##8)
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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 (share) EERRMEER GREEHZ
RRLIE R E R EEtE RERMEAE (R) ZBA B AL (%) B4 B 7 (%)
Chongaing Jiulong Domestic Share Beneficial owner 231,632,653 6.75 5.03
EENE NER EakEEA (Long position)
(#R)
Max Wisdom Intentional H Share Beneficial owner 75,000,000 6.41 1.63
Industrial Limited HiR EaEEA (Long position)
ERERBEERAR (&)
Golden Sapientia Investment Limited H Share Beneficial owner 63,000,000 5.38 1.37
SEREBRLA HE& EakEAA (Long position)
(##8)
Notes: Wt

As at 30 June 2021, Huitai directly holds 450,416,901 Domestic
Shares of the Company.

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

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

As at 30 June 2021, the issued Domestic Shares and the H Shares
were 3,430,000,000 shares and 1,170,000,000 shares, respectively.
there were 4,600,000,000 shares of the Company in issue.

R2021F6830H 1L EREEFAEERR
5]450,416,901 & A& BR ©

EEEEEREFAREEERNIE
KRiE - MEZBERIEEFELRF
432,188,780 NE I - HIL > RIFB T K
HERY EEERRRIFEREERE
HB9432,188, 780 NE R ¥R o

lEEEEMIEEIER 432,188,780 K&
P RE D LEHEE-

12202156H30H " AR B HITRER
#%3,430,000,0000% K HA& #31,170,000,000
& o &2 BB 4,600,000,000/% 2 217 %

e
DIRECTORS’, CHIEF EXECUTIVES AND BEE - ERTHAESRESWER
SUPERVISORS’ RIGHTS TO ACQUIRE SHARES P EESEZERN

OR DEBENTURES

HE2021FE6H30H 618 B HAf > i EE
E EETHRABRESIARESEBZH
BANEARBFEMBRABAEFEN K
TEEAZEENUBBEARRBREM
Hx NEfE 2 RRID S EES o

None of the Directors, chief executives, Supervisors or any of
their respective associates was granted by the Company or its
subsidiaries any right to acquire shares or debentures of the
Company or any other body corporate, or had exercised any such
right during the six months ended 30 June 2021.
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2021, there was no
purchase, sale or redemption of any listed securities of the
Company 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 2021 and this
interim report have been reviewed by the Audit Committee. This
interim financial report has been prepared in accordance with the
applicable disclosure provisions of the Listing Rules, including
compliance with Hong Kong Accounting Standard 34, Interim
financial reporting, issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”).

The interim financial report is unaudited, but has been reviewed
by KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of Interim Financial Information
Performed by the Independent Auditor of the Entity, issued by the
HKICPA.

CORPORATE GOVERNANCE

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

The Board comprises two executive Directors, five 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 2021, the
Company has complied with the Code Provisions.
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The Company passed a special resolution at the annual general
meeting of 2020 of Shareholders and approved the 2021 external
guarantee (non- guaranteed business) plan. As of June 30 2021,
the Company provided a guarantee in the amount of RMB23.8
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 2021.

CHANGES OF INFORMATION OF DIRECTORS
AND SUPERVISORS

On 21 April 2021, Mr. Qian Shizheng, an independent non-
executive Director, resigned as an independent director of
Shanghai Lujiazui Finance & Trade Zone Development Co., Ltd.,
(Stock Code: 600663.SH).

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
2021. The Company has no controlling shareholder (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 2021 up to the date of this report.
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Independent Review Report

WA ERBS

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 52
to 108 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 2021
and the related consolidated statement of profit or loss, statement
of profit or loss and other comprehensive income and statement
of changes in equity and condensed consolidated cash flow
statement for the six months period then ended and explanatory
notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation of
an interim financial report to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34,
Interim financial reporting, issued by the Hong Kong Institute of
Certified Public Accountants. The directors are responsible for
the preparation and presentation of the interim financial report in
accordance with Hong Kong Accounting Standard 34.

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

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
2021 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

30 August 2021
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Consolidated Statement of Profit or Loss — unaudited
RBTIZN S HiEm

For the six months ended 30 June 2021 & £2021&E6H30H LE61EH

(Expressed in Renminbi (‘RMB”)’000 unless otherwise indicated) (X E R BFriEsN » HUNAREET T

)

Six months ended 30 June

#=6H30H LL6fA A
2021 2020
20214 20204
NO{ e RMB’000 RMB ‘000
Hitat AREFT ANERETFT
Guarantee and consulting BREBHAEWRA
fee income 269,098 278,296
Guarantee handling expenses BRFEEZW (26,429) (9,570)
Re-guarantee expenses BERER = (1,440)
Net guarantee and consulting BREBHEZRA
_feeincome e 242,669 = __ 267,286
Interest and handling fee income MERFEEWA 330,893 496,167
Interest and commission expenses F B R FEES H (199,842) (254,370)
Net interest and handling NERFEEFHA
_feeincome _ _ __________________________________*&_ _________ 181,00 ___ 241,797
Net fee and interest income FFREERANBKA 373,720 509,083
Net trading gains R 57 3 W 40,559 10,113
Net foreign exchange losses B RIFB L (160) (8)
Other operating income, net HhE =g 4(b) 27,718 75,302
Operating income EEIRA 441,837 594,490
Share of profits of associates = m%?ﬁ?& B E W m 39,584 38,824
Share of profits of joint ventures HESPEBRBNRERR 9,677 =
Reversal for guarantee losses EOEFREEEES 47,705 1,187
Impairment losses BERERL (77,516) (93,334)
Operating expenses H2ESH 4(c) (318,788) (326,102)
Other net losses HihE5183 %8 (3,585) (13,500)
Profit before taxation 52 A F 138,914 201,565
Income tax FriSie & (37,870) (57,229)
Profit for the period HA A I 101,044 144,336
Attributable to: FBN
Shareholders of the Company NAE PR 92,020 124,122
Non-controlling interests JEVEGI M = 9,024 20,214
Profit for the period HA A FIE 101,044 144,336
Earnings per share B U=
Basic and diluted BAR R #HE
(RMB) (ZHEE [ ABNRET) 6 0.02 0.03

The notes on pages 61 to 108 form part of this interim financial EO1EE108E T MIcE 8 s A P HRRS 75
report. R —Z o
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Consolidated Statement of Profit or Loss and Other Comprehensive Income - unaudited
rEEZNSHEEREMGESRER

For the six months ended 30 June 2021 & E2021&F6H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (&= B BFrigsh » MU RET 7THR)

USix months ended 30 June

#ZFE6H30H LL6fE A
2021 2020
20214 20204
RMB’000 RMB’000
AREFT ANEEFr
Profit for the period %ﬁ_ﬁ_ﬂ ﬂ ,fz'i ______________________________ 101,044 144,336
Other comprehensive income AR HE MRS WS (R K
for the period (after tax and EHEH D EAER):
reclassification adjustments):
ltems that may be reclassified ARER BN EEIBRN
subsequently to profit or loss: EHH
Exchange differences MEBINEE AT
on translation of MR RO E R =28
financial statements of
overseas subsidiaries 1,302 2,263
Total comprehensive income HAGEREEE
for the period 102,346 146,599
Attributable to: wmER
Shareholders of the Company ZN/NET 3] 93,322 126,385
Non-controlling interests FEFERIM 9,024 20,214
Total comprehensive income HRGEREES
for the period 102,346 146,599

The notes on pages 61 to 108 form part of this interim financial $61H E108H R & MY 5148 pll A R HARA 75
report. KRN —EF D ©
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Consolidated Statement of Financial Position — unaudited
KRBT IZN S HAFEIR AR

At 30 June 2021 722021465 30H
(Expressed in RMB’000 unless otherwise indicated) (FX B2 B EFTIEIN U ARET T

At 30 June At 31 December
2021 2020
1?2021 20204
6H30H 12831H
Note RMB’000 RMB’000
k=3 ARBKTFT ANERETFT
Assets BE
Cash and cash equivalents ElkES 7 646,072 1,505,187
Time and restricted bank deposits ~ ERFE7E31E B I _E Y E HR
ERMELERFRSES 1,935,216 2,210,591
Trade and other receivables JFE U 7 HL fith FE U =3B 8 1,684,500 1,868,753
Receivables for factoring business  FEURIERIE 9 1,190,738 1,308,466
Loans and advances to customers ZERE R R BR 10 1,782,945 2,213,553
Financial assets measured at fair UAnEBEstEEH
value through profit or loss HEE A SHRERN
TREE 11 2,247,926 2,135,825
Finance lease receivables EWRmERER 12 98,995 108,212
Repossessed assets HEEE 212,431 219,912
Property, plant and equipment ME BB KRR 13 1,079,455 1,108,127
Intangible assets BEEE 95,339 98,888
Interest in associates RHREREHEh= 1,515,502 1,558,844
Interest in joint ventures RIRERE-— &% 20,077 =
Goodwill kS 9,720 9,720
Deferred tax assets EIEFRSMEE 14 457,193 485,324
Investment properties KEMEME 31,545 32,203
Total assets BESH 13,007,654 14,863,605
Liabilities =§it
Interest-bearing borrowings FEMER 15 3,673,414 5,162,753
Financial assets sold under BHOEETHEE
repurchase agreement
agreement 16 40,765 165,847
Deferred income REPETEERES 317,124 370,969
Provisions for guarantee losses BREBEES 310,919 358,624
Customer pledged deposits EARBE 17 54,725 65,220
Accruals and other payables FE &t R H At FE (T RRIA 18 432,327 441,349
Current tax liabilities EHFERAaE 120,625 168,427
Lease liabilities HE&E 36,226 33,478
Total liabilities aEaE 4,986,125 6,766,667
NET ASSETS RHEE 8,021,529 8,096,938

55615 = 1085 P & M £ 18 B A4 tP B A 5
R —ED -

The notes on pages 61 to 108 form part of this interim financial
report.
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Consolidated Statement of Financial Position — unaudited
KB EZN S HATEIR AR

At 30 June 2021 1202156H30H
(Expressed in RMB’000 unless otherwise indicated) (&= B AFrissh » HUARET 7THR)

At 30 June At 31 December

2021 2020
7?2021% 1202045
6H30H 12831H
Note RMB’000 RMB 000
i ARKTFT NEBEFT
CAPITAL AND RESERVES BARR#E 19
Share capital ZN 4,600,000 4,600,000
Reserves i 2,749,120 2,793,326
Total equity attributable to AT RIEG R 44858
shareholders of the Company 7,349,120 7,398,326
Non-controlling interests RS MRS 20 672,409 703,612
TOTAL EQUITY EEast 8,021,529 8,096,938
Approved and authorised for issue by the board of directors on 30 KEEFHOE R #EN2021F8830H ©
August 2021.
Name: Zhang Guoxiang Name: Ren Weidong (Company stamp)
Position: Chairman of the Board Position: Chief Financial Officer
oR B 1% EH®R REAEE
EFETE BEMEE

The notes on pages 61 to 108 form part of this interim financial $£61H E108H FT 3 MY 5148 pll A R HARA 75
report. R —Z D o
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Consolidated Statement of Changes in Equity — unaudited
KBNS HIREGE2ER

For the six months ended 30 June 2021 & £2021&E6H30H LE61EH
(Expressed in RMB’000 unless otherwise indicated) (FX B2 B EFTIEIN U ARET T

Attributable to equity shareholders of the Company

ARERERE ARl

Non-
Share Share Capital Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve eamings Subtotal interests equity
SEHE —RAEk AR FEElE REER
Rx  REE  BARE  HREEE  BEAR EE e gt 35} =)
AWB 000 AWB 000 AWB000 AWB000 AMB 000 AMB 000 AWB 000 AWB 000 AWBO00  AMBO0O
NEETL  NEETTn AEEFrn AEEFr ARETn ABETn ARETn  ABEFn  AEEFr  AEETn

Note 190) ~ Note 19(c)f) ~ Note 19¢)fi) ~ Note 19¢)fy) ~ Note 19)fij) ~ Note 196}/ Note 20

W19t WE19e))  ME 1900 WE9er) B 19e)) A 196l W20
Balance at 1 January 2020 1202051 A 1B KERER 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 six months  &XE2020F6A30H Lt
ended 30 June 2020: 6EABRNELED
Profit for the period BRiE = = = = S = 124122 124122 20,214 144,33
Other comprehensive income EEaNE - - - 2,263 - - - 2,263 - 2,263
Total comprehensive income RalEsH - - - 2,263 - - 124,122 126,385 20214 146,599
Equity settled share-based payment RREENROZA - - 3,330 - - - - 3,330 - 3330
Appropriation to surplus reserve RRBHAR - - - - 43,903 - (43,903) - - -
Cash dividends paid to AR RER 2

non-controling interests RekE - - - - - - - - (21433 (21433)
Balance at 30 June 2020 120206 A308 K ER 88 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 61 to 108 form part of this interim financial

report.
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Consolidated Statement of Changes in Equity — unaudited
REBZNSHIREDTE2ER

For the six months ended 30 June 2021 & E2021&F6H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (& X =B BFrigs MU RET 75T

Attributable to equity shareholders of the Company

ARAREREAER
Non-
Share Share Capital Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve earnings Subtotal interests equity
SRR —RAR AE Rl RRE:
Rx  REE  BARE  HREEE BBLAR EE e gt 35 At

RMBUGO  RMBUOD  AMBUO0O  AWBDIO  AMBURD  RMBUOD  AMBO0O  AWBD0  AUBUWD  AMBUOD
NGB ARETR AEETn  ARETn  ABETT ARETn  ARETT ARETn  ARETT  ARETZ

Note 190) ~ Note 19)f) ~ Note 19¢)fi) ~ Note 196)fy) ~ Note 19)fij)  Note 19}y Note 20
W) B9 WE el HE 9 A 19 HE 190 W20
Balance at 30 June and 1 July 2020 2020E6H30R KRR 4,600,000 1,270,924 462,823 2,667 179,097 303,034 547,810 7,366,355 674,745 8,041,100
Changes in equity for the six months  #Z2020512B31H 1
ended 31 December 2020: 6B R BENELLE
Proi for the period vl - . - - - - 26974 26974 3,675 63,649
Other comprehensive income Htizalam - - - (1,188) - - - (1,188) - (1,188)
Total comprehensive income GalEsH - - - (1,188) - - 26974 25,786 36,675 62,461
Equity-setled share-based payment MEREERRAZA - - 1,185 - - - - 1,185 - 1185
Appropriation to surplus reserve REREAR - - - - - - - - - -
Appropriation to general reserve RO-HRERRE = - - - - 45544 (45,544) - - -
Cash dividends paid to AR RES 2
non-controling interests ReRE - - - - - - - - (7,808) (7.808)
Balance at 31 December 2020 1#2020%12R31 AREREE 4,600,000 1,270,924 464,008 1479 179,097 348,678 529,240 7,398,326 703,612 8,096,938

The notes on pages 61 to 108 form part of this interim financial %5615 £108E P 8 M 53 48 B 45 R HA B 7%
report. wKR—E D o
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Consolidated Statement of Changes in Equity — unaudited

REEBEZN S HICREmEER

For the six months ended 30 June 2021 & £2021&E6H30H LE61EH
(Expressed in RMB’000 unless otherwise indicated) (FX B2 B EFTIEIN U ARET T

Attributable to equity shareholders of the Company

ARARERA AR
Non-
Share Share Capital  Exchange Surplus General Retained controlling Total
capital premium reserve reserve reserve reserve earnings Subtotal interests equity
SEHE —RER AAE sl REEE
Bk ROEE  EFRE FEEE BEOR L | R st & At
RMB000 RMB000 RMB000 RMB000 RMB'000 RMB000 RMB000 RMB000 RMB000 RMB’000
ANEETR AREFR AEEFR ABEFT ARETT ABETT AREFZ ABEFR  AEEFT  AREFR
Note 190) ~ Note 19c)f) ~ Note 19¢)fi) ~ Note 19¢)fy)  Note 19)fij)  Note 19¢)i) Note 20
W19t WE19e))  ME 1900 WE9e) M 19e)i A 196l W20
Balance at 1 January 2021 120151 B1RMERE 4,600,000 1,270,924 464,008 1,479 179,097 348,578 529,240 7,393,326 703,612 8,096,938
Changes in equity for the six months ~ EZ2021£65 308 1t
ended 30 June 2021: 6B R BmNELLE
Profitfor the period HRiE - - - - - - 92,020 92,020 9,024 101,044
Other comprehensive income ECEE Y - - - 1,302 - - - 1,302 = 1,302
Total comprehensive income SAlEA - - - 1,302 - - 92,020 93,322 9,024 102,346
Cash dividends declared topay tothe  ZATAATRRNBERA
equity shareholders of the Company - - - - - - (138,000) (138,000) - (138,000)
Cash dividends paid to AR RER 2
non-controling interests RekE - - - - - - - - (34,755) (34,755)
Appropriation to surplus reserve RRBHAR - - - - 28,124 - (28,124) - - -
Purchase ecuity interest from AR RER 2
non-controlling interests REEZ - - 472 - - - - 472 (5472) (5,000)
Balance at 30 June 2021 2021565300 58 4,600,000 1,270,924 464,480 2,781 207,221 348,578 455,136 7,349,120 672,409 8,021,529

The notes on pages 61 to 108 form part of this interim financial

report.
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Condensed Consolidated Cash Flow Statement — unaudited

REBEZHEHSHREMER

For the six months ended 30 June 2021 & E2021&F6H30H LL61E A
(Expressed in RMB’000 unless otherwise indicated) (&= B BFrigsh » MU RET 7THR)

Six months ended 30 June

#=6H300 LL6fA A
2021 2020
20214 20204
RMB’000 RMB’000
ARKTFT ANEREFT
Operating activities RETEH
Cash generated from operations RS FHMELENIRE 925,993 1,969,292
PRC income tax paid EANENZREE RN (57,541) (74,561)
Net cash generated from REFEHECNIRERE
operating activites 868,452 1,894,731
Investing activities KEEE
Proceeds from sale of investments B &% & PR FIE 244,624 204,059
Proceeds from investments and TREESSHENERE
dividends received WU E B3R & 1,752 2,200
Proceeds from sale of property, BEYE -HBE REXK
plant and equipment and HMIERB & EMSRIE
other non-current assets 481 396
Purchase of equity interests of B IEPEH M S W e
subsidiaries from non-controlling b 8 A B B RE =2 (3 B RUIE
interests (5,000) -
Payment for the purchase of SNBEME - BERREN
property, plant and equipment HIEmeE ENmIE
and other non-current assets (6,242) (8,396)
Payments on acquisition of T HTRENRIE
investments (152,288) (25,348)
Net cash generated REFHEENRERE
from investing activities 83,327 172,911

The notes on pages 61 to 108 form part of this interim financial

report.
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Condensed Consolidated Cash Flow Statement — unaudited
REREBZNEHESHIRERER

For the six months ended 30 June 2021 & £2021&E6H30H LE61EH
(Expressed in RMB’000 unless otherwise indicated) (FX B2 B EFTIEIN U ARET T

Six months ended 30 June

#=6H30H LL6fA A
2021 2020
20214 20204
Note RMB’000 RMB’000
Kzt AR ANERETFT
Financing activities E£E5EH
Net decrease of financial assets BHOEEMEENRE
sold under repurchase agreement ;3 s/ 48 (121,700) (31,130)
Net decrease of interest-bearing STEERER LR
borrowings (1,501,755) (830,814)
Net repayment from the issuance of ZE{T{EZENFNIEF4E
debt securities - (1,328,877)
Dividends paid to EIEERERER AR E
non-controlling interests (34,755) (21,433)
Interest paid SRNENEIIS) (141,779) (242,462)
Capital element of lease rentals paid Z{THIFHEHR &R E 72 (10,079) (15,063)
Interest element of lease rentals paid % {1 HFH S0 & HUF] 2 265 (666) (1,103)
Net cash used in E5EHFERANRESEHE
financing activites (1,810,734) (2,470,882)
Net decrease in cash and EREEHVFE
cash equivalents (858,955) (403,240)
Cash and cash equivalents 181BRERFEEEY
at 1 January 1,505,187 1,636,063
Effect of foreign exchange SNEEREEFE
rate changes (160) 8)
Cash and cash equivalents 6H30EIRERIREEEY
at 30 June 7 646,072 1,232,815

The notes on pages 61 to 108 form part of this interim financial EO1EE108E T MIsEE s A P HBRS 75
report. ]KR—E D o
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Notes to the Unaudited Interim Financial Report

REEBEZ P HAR TSR S M 5E

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

BASIS OF PREPARATION

This interim financial report has been prepared in accordance
with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited, including compliance with Hong Kong
Accounting Standard (HKAS) 34, Interim financial reporting,
issued by the Hong Kong Institute of Certified Public
Accountants (HKICPA). It was authorised for issue on 30
August 2021.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2020
annual financial statements, except for the accounting policy
changes that are expected to be reflected in the 2021 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 2020 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 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 pages 50 to
51.
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A

e BEZ P HAR TSR S M sE

Notes to the Unaudited Interim Financial Report

(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

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:

° Amendment to HKFRS 16, Covid-19-related rent
concessions beyond 30 June 2021

e  Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS
4 and HKFRS 16, Interest rate benchmark reform —
phase 2

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:

Amendment to HKFRS 16, Covid-19-related
rent concessions beyond 30 June 2021 (2021
amendment)

The group previously applied the practical expedient in
HKFRS 16 such that as lessee it was not required to assess
whether rent concessions occurring as a direct consequence
of the COVID-19 pandemic were lease modifications, if the
eligibility conditions are met. One of these conditions requires
the reduction in lease payments affect only payments
originally due on or before a specified time limit. The 2021
amendment extends this time limit from 30 June 2021 to 30
June 2022.

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.

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

ARAE

EZ P HAR TSR S M5

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

Amendments to HKFRS 9, HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16, Interest rate benchmark
reform - phase 2

The amendments provide targeted reliefs from (i) accounting
for changes in the basis for determining contractual cash
flows of financial assets, financial liabilities and lease
liabilities as modifications, and (ii) discontinuing hedge
accounting when an interest rate benchmark is replaced by
an alternative benchmark rate as a result of the reform of
interbank offered rates (“IBOR reform”). The amendments
do not have an impact on this interim financial report as
the group does not have contracts that are indexed to
benchmark interest rates which are subject to the IBOR
reform.

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.
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A

(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

3

SEGMENT REPORTING (CONTINUED)
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.

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.

(@) 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.
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Notes to the Unaudited Interim Financial Report

ARAE

EZ P HAR TSR S M5

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

3 SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

(Continued)

Revenue and expenses are allocated to the reportable
segments with reference to revenue generated
by those segments and the expenses incurred by
those segments or which otherwise arise from the
depreciation or amortization of assets attributable to
those segments.

Internal charges and transfer prices are determined with
reference to market rates and have been reflected in the
performance of each segment.

Information regarding the Group’s reportable segments
as provided to the Group’s most senior executive
management for the purpose of resource allocation and
assessment of segment performance for the six months
ended 30 June 2021 is set out below:

3 AHEST @)
(a) FBFE HERARK @)

DEEERRERR @D ME
ERIWA > HOBRE B 5 BB 3 £ /Y
ER-BERSDMNEELRE
NIrENBEREMERNF
B UNREZED -

DEZ BRI AR E N EEE
BH2RMBHEEE LER
BRIER D EBAYRIR S

HE2021FE6H30HRAAERE
BEERENUADBDEER
WP EDBEEN D BENT
2N

Six months ended 30 June 2021

HE202156A308 LL6fEA
Partnership Capital
Finance Investment and
Business SME lending ~ Management Others Total
EERER
BRERLH 53] EREH R fit
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000
ANEETT AEETT ABETR ANEETT ANEEFT
Net guarantee and consulting fee income R RFAHEZHA 242,669 - - - 242,669
Net interest and handiing fee HERFEES
income(expense) WA/ Git) 86,068 119,666 6,740 (81,429) 131,051
Reportable segment income/(expense) ~ AFIKA/ (1) 328,737 119,666 6,740 (81,423) 373,720
Net trading gains/(l0sses) RRREE 20,929 (3,999) 7,921 15,708 40,559
Net foreign exchange losses ERFEX - - - (160) (160)
Other operating income, net EfEEFHA 8,334 2,112 1,111 15,495 21,118
QOperating income ZENA 358,000 17,779 16,438 (50,380) 441,837
Share of (losses)/profs of HEECERINEE
associates (BX) /W (2,710) - (549) 42,843 39,584
Share of profits/(losses) of HAEh£REINEE
joint ventures Wiz / (BX) 9,741 - (64) - 9,677
Reversal for quarantes losses EEREEEES 47,705 - - - 47,705
Impairment losses BEABEX (86,424) 8,718 768 (578) (77,516)
Operating expenses EHEY (132,637) (64,189) (3,902 (118,060) (318,788)
Other net losses AfEEEE (263) (94) 2) (3,226) (3,585)
Reportable segment proft/{losses) AHRAHE/ (BR)
hefore taxation 193,412 62,214 12,689 (129,401) 138,914
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REEEZPEA FE IR S M EE

For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

3 SEGMENT REPORTING (CONTINUED) 3 DEWWE &)

(a) Segment results, assets and liabilities (a) PBFBH - BEERERE (&)
(Continued)

At 30 June 2021
1*202156A308

Partnership Capital
Finance Investment and
Business ~ SME Lending  Management Others Total
EERER
BREREH EEEH BELK R af
RMB’000 RMB000 RMB000 RMB’000 RMB000
AEEFT ANEEFT NEBFT AEEFT NEBFT

Segment assets NHEE 7,296,796 1,691,163 885,160 2,677,342 12,550,461
Segment liabiies =0 (3,219,572) (282,722) (879,922) (603,909) (4,986,125)

Six months ended 30 June 2020

EE2020F6R308 618 A
Partnership Capital
Finance Investment and
Business SME lending Management Others Total
ERRER
BRERZH EFEX% BELK Bz At
AMB000 RMB000 AMB000 AMB000 RWB000

NRETT NEETT NEETT NRETT NRETT

Net quarantee and consulting fee income R RFEHZZHA 267,286 - - - 267,286
Net interest and handling fee HERFEER

income/(expense) KA/ i) 108,659 216,665 7951 (01,478) 241,797
Reportable segment income/(expense) ~ AEIKA/ (i) 375,945 216,665 7,951 (91,478) 509,083
Net trading gains/(losses) R FER 47,128 (13,215) (613) (23,187) 10,113
Net foreign exchange losses ER 3R - = = @) )
Other operating income, net AftEEFHA 52,166 4,165 1469 17,502 75,302
Operating income 2EMA 475,239 207,615 8,807 (97.171) 504,490
Share of profts of associates HEECERRNREN S 949 - 2 37,873 38,824
Reversal for quarantes losses EOEREEEES 1,187 - - - 1,187
Impairment losses EEAERK (77,047) 24,639 245 [41,171) 93,334)
Operating expenses HEx M (136,020) (74,600) (3511) (111,971) (326,102)
Other net losses HEERE (12,219 (234) - (1,047) (13,500)

Reportable segment profit/losses) DERENE/ (B8R
before taxation 252,089 157,420 5,643 (213,487) 201,565
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REEEZPHA TR S M EE

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R BFriss MU RET 75T

3 SEGMENT REPORTING (CONTINUED) 3 oHWE B)
(a) Segment results, assets and liabilities (a) PBFBH - BEERERE (&)
(Continued)

At 31 December 2020
#2020E12831H

Partnership Capital
Finance Investment and
Business SME Lending Management Others Total
EARER
BHEHRLH FEZH BB Bz E
AMB000 RMB000 AMB 000 AMB000 RWB000

NEBTT NEETT NRETR NEETT NEETT

Segment assets HHEE 8,368,921 2,263,005 844,035 2,902,320 14,378,281
Segment liabiltes HHaE (3,743,968 (1,417,098) (964,667) (640,934) (6,766,667)
(b) Reconciliation of reportable segment assets (b) AEEEMRBE

At 30 June At 31 December

2021 2020
#2021 R 20204
68308 12831H
RMB’000 RMB’000
AREFiT ANEEFir

Assets BE
Reportable segment assets DEEE 12,550,461 14,378,281
Deferred tax assets EILFTSIRNEE 457,193 485,324
Consolidated total assets BEST 13,007,654 14,863,605
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

4 PROFIT BEFORE TAXATION 4 WEiFHE

Profit before taxation is arrived at after charging: MATFEEINR, 0L

(@) MBRFEHEFVA

(@) Net interest and handling fee income

Six months ended 30 June

# E6H301L618H
2021 2020
20215 20204
RMB’000 RMB’000
AREFT ANEEFT
Interest and handling fee income FIERFEEWRAKRE :
arising from:
— Loans and advances to customers — 2R E R & 116,873 230,760
— Factoring business —(RIBEF 76,410 113,236
— Cash at banks —RITIFN 4,659 6,727
— Credit consulting services —ERRBEEHA
commission income 88,812 111,430
— Finance lease business —REEEER 512 4,397
— Time and restricted bank deposits —EARRTES1E B L A E#A7E
AN IR IREE = 33,397 26,870
— Other interest and commission —HMFERFEERA
income 10,230 2,747
330,893 496,167
Interest and commission MNERFEES LK :
expenses arising from:
- Debts securities —ENES - (44,714)
— Interest-bearing borrowings — s EER (142,569) (144,253)
- Financial assets sold under — BB E/MEE
repurchase agreements (6,504) (11,740)
— Commission expenses paid in — /MU ERBESZH
relation to SME lending business (33,224) (42,894)
— Interest on lease liabilities —HEaBNE (666) (1,108)
— Other interest and commission —HtMERFBESH
expenses (16,879) (9,666)
(199,842) (254,370)
Net interest and handling fee MNERFEEZFBA
income 131,051 241,797
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REEEZPHA TR S M EE

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R BFriss MU RET 75T

4 PROFIT BEFORE TAXATION (CONTINUED) 4 WMEIFE #&)

(b) EfthBEZEFWA

(b) Other operating income, net

Six months ended 30 June

# F6H30LL61EH
2021 2020
20215 20204
RMB’000 RMB’000
AEBEFT ANEEFT
Commission income of RIS A N ZEFEUA
insurance broker business 14,473 15,943
Commission expenses of RN =L H
insurance broker business (13,091) (18,659)
Gain on disposal of long-term EERPRERE WS
investments 14,952 59,250
Government grants B BN 4,160 6,473
Dividend income from financial MRAREBEFEN
assets measured at fair value SRBEEMNKREWA 1,752 2,200
Rental income from properties HAEEENASWA 4,839 4,433
Others Hih 633 662
27,718 75,302
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

4 PROFIT BEFORE TAXATION (CONTINUED)

(c) Operating expenses

4 MEIFHE &)

(c) BEXH

Six months ended 30 June

#HZE6H301L6/EA
2021 2020
20215 20204
RMB’000 RMB’000
AEBEFT ANEEFT
Staff costs B T3
— Salaries, wages, bonuses and —ITE - #e EihK
other benefits Hithz R 159,092 176,427
— Contributions to retirement —EBERE
schemes 25,776 17,990
— Equity-settled share-based — U RREEN RS
payment expenses AN - 3,330
Depreciation expenses & TEERKEHER
amortisation expenses
— Owned property, plant and — BN BENRE
equipment and UREFEE
intangible assets 36,484 40,361
- Right-of-use assets —EREEE 13,473 15,288
Travelling expenses EiRE 7,870 6,788
Tax and surcharges 3 2 Ffd 0 6,944 6,228
Office expenses mNE 6,398 5,763
Others HAth 62,751 53,927
318,788 326,102
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For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

INCOME TAX FRiS8
Six months ended 30 June
#=E6830H Lt6fE B
2021 2020
20214 20204
RMB’000 RMB’000
AREFiT ANEEFT
Current tax EHIFRER
Provision for PRC income tax NEASHIR R BF1S IR (BY3E)
for the period (Note) 9,739 68,348
Deferred tax (Note 14) IREFRSH (HaE14)
Origination and reversal of ERMEEENES KRB
temporary differences 28,131 (11,119)
37,870 57,229

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., 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 Holding Co., Ltd., HWA Asset
Management Limited and Hanhua Hong Kong Holdings Co., Ltd. are
subject to HongKong income tax rate of 16.5%.

Hanhua Financing Guarantee Co., Ltd., Chongqging 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 2021 and 2020.

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 2021 and 2020.

EHEREERROBRAE -EEHE
EEEEARAB -EETHENEER
EREERF MIIBEREERBRA
EEBERIZRMFREFRAS -EHH
EEEHENBRERARAT ILRBE
MERRBRAE WIIBENEERF
RABKREBRIHTEMEEXEREN
BRAB UM ARABREWE AR R
26% P EIFTIF I R GIR - B EBER
BERAB - HEFBERAEBRABLUKRE
MEEEEFRADBRANEBRER
R%516.5%

HEBRBSERROHERAT EBHES
EBEERAT EETHENEENR
BREEAT W) HERBERAR
NEBERISHFRERRAR BB
TEEEBHENBEERERAT KM
HENEERERLADAT S AL A
BRUBESENEE AMREE20205F
K2021%F6830H L6 B ZHEBEERE
15% o

IRBEREZHEBERADZ—XTS
SR EERBEENEE > RILES
F2020F K&2021F6H30B L6 A =ZHE
15%HBEREK -
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A

(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

INCOME TAX (CONTINUED)
Note: (Continued)

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 RMB92,020,000 (six months ended 30 June
2020: RMB124,122,000) and the weighted average of
4,600,000,000 ordinary shares (six months ended 30 June
2020: 4,600,000,000) in issue during the interim period.

There were no dilutive potential ordinary shares during the
six months ended 30 June 2021 and 2020, and therefore,
diluted earnings per share are the same as the basic
earnings per share.

CASH AND CASH EQUIVALENTS

FRiSIR (40
Kz :

ERRHTEMEESEZHERAT
H2016F1B26HEEAEBRITT A ER
TtE FELBERENE F—FEFH
FRARBNTERBSR WRERES
T+ EERES0%TEFMBR BEARKEE
B ERBERARBEEATMREER

Hi o
T

BERAERVDEREAFHBERES
REARBEZEERRENFBAER
#92,020,0007tc (Bt E20205%6 4
S30HLE6ME R : 124,122,0007T) K&
4,600,000,008% B 217 &8 K BI0
B HE (B E2020E6430H LL61E
B : 4,600,000,0000%) 5t5 °

R E E2020F M2021%E6830H 1E6
BRE  REEBEIHRENZE &K
It HESRKGEEENREARERIK

o

Bk

ERES

At 30 June At 31 December

2021 2020

1220214 F220204

6H30H 12H31H

RMB’000 RMB’000

ARETFT ANRETFT

Cash on hand EFRE 84 86

Cash at banks RITEN 645,988 1,505,101
Cash and cash equivalents in the EHRERERNERES

consolidated cash flow statements 646,072 1,505,187
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= o = —
KR EZPHAA FE R 5 M5
For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

CASH AND CASH EQUIVALENTS (CONTINUED) 7 BEE B

The substantial business operation of the Group is AEBTEPFERKSENEZEZHEUA
conducted in RMB in the PRC. RMB is not a freely RiEET AREBTIETERZIHRY
convertible currency and the remittance of RMB out of the B> R ARKEHPABRIBEINEZH
PRC is subject to the relevant rules and regulations of foreign B 7 145 B9 48 B8 91 BE & I 3R B Kz
exchange control promulgated by the PRC government. VEFRPT AR ©
At 30 June 2021, cash at banks deposited in related parties 12202168308 » BITHEMFE A
was amounted to RMB109.0 million (31 December 2020: K #109.08 &t (202012831H
RMB573.6 million). AR 573.6 B &) R 7 o
TRADE AND OTHER RECEIVABLES 8 MUWKkHMEWRIE
At 30 June At 31 December
2021 2020
120214 F220204
6H30H 12831H
RMB’000 RMB’000
ABEFT ANEEFT
Receivables for default payments FEW BT (1728(a)

(Note 8(a)) 1,344,489 1,327,664
Trade receivables JFE U BR R 66,149 68,615
Less: Allowance for doubtful debts B IRREE (W1528b))

(Note 8(b)) (451,529) (449,451)

________ 959,109 946828

Interest receivables FEWFI 2 97,953 56,341

Receivables for assets disposal JEWEEEEN 333,216 596,697
Other prepayments, deposits and HMFENMRIEBE RE &

other receivables HAh e R IE 294,222 268,887

1,684,500 1,868,753
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(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

8 TRADE AND OTHER RECEIVABLES

(CONTINUED)

(@) Aging analysis:

As of the end of the reporting period, the aging analysis
of receivables for default payments, based on the

8

Notes to the Unaudited Interim Financial Report

PR R H fth FE UL RR IR (48)

(a) BRECDH :

RIBSHR RFEZAHKRN
PRIZBEREFRHNBWRAERS

invoice date and net of allowance for doubtful debts, is ERE AT ¢
as follows:

At 30 June At 31 December
2021 2020
?20214 20204
6H30H 12831H
RMB’000 RMB’000
ARBEFiT NEBFr
Within 1 year —FEMA 706,986 742,509
Over 1 year but less than 2 years —ZE 4 141,824 130,791
Over 2 years but less than 3 years —E=4% 90,129 105,217
Over 3 years but less than 4 years =ZFE[O4 108,567 72,948
Over 4 years but less than 5 years FUZEFRE 89,280 80,247
Over 5 years FEEME 207,703 195,952
1,344,489 1,327,664
Less: Allowance for doubtful debts 7 : HEER (451,529) (449,451)
892,960 878,213
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For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

8 TRADE AND OTHER RECEIVABLES 8 FEWREMEWKWHRIE (4B)
(CONTINUED)

(b) FEWACERRRE :

(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:

A ERNEEREBERRN
BIRARECER  FRIFA B AU
EERARENHEEEM EXF
N BERERKRKERRE
WAL E RS o

AR IRRERED

At 30 June At 31 December

2021 2020

120214 F220204

6H30H 12H31H

RMB’000 RMB’'000

AREFT N

At the beginning of the period/year R ¥REHAER /E4] 449,451 285,493
Charged in the consolidated REHFERRIE

statements of profit or loss 43,456 201,154

Recoveries Y [e] B %8 10,414 17,810

Write-offs A% 8 (51,792) (55,006)

At the end of the period/year RIREHAHE,ER 451,529 449,451

At 30 June 2021, the Group’s receivables for default
payments of RMB1,344.5 million (31 December 2020:
RMB1,327.7 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
RMB451.5 million (831 December 2020: RMB449.5
million) were made at 30 June 2021.

R2021E6H30H  ZEBEAE A
11,344 58 87t (2020512
H318 : AR¥1,327.78 8 T)
HEWKERIRRTERERIE
KRB EAWETE R RE RERW
MBS RMERENETE  ME
BB EH S E RN A SHE AE UK
[B] & 2619 B9 FE WL =R I8 o (A I
BEE2021FE6H30EEE AR K
451,58 875 (2020128318 :
ARH¥A49 55 ET) WIBRE
o
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

Notes to the Unaudited Interim Financial Report

REEEZ P HARA TSR S M5

9 RECEIVABLES FOR FACTORING BUSINESS 9 MERFRER
30 June 31 December
2021 2020
®20214F R20204
6830H 12831H
RMB’000 RMB’000
ARBEFT NEEFr

Receivables for factoring business FEWARIERR (H1729(a))

(Note 9(a)) 1,226,585 1,292,893
Add: Interest receivable 0 EUWE S 41,789 57,304
Less: Allowance for doubtful debts B RERE R (W1AE90b))

(Note 9(b)) (77,636) (41,731)
1,190,738 1,308,466

Receivables for factoring business which have been pledged
for the repurchase agreements (see Note 16) amounting to
RMB40.0 million (31 December 2020: RMB144.7 million) as

at 30 June 2021.

Receivables for factoring business which have been secured
for the bank loans (see Note 15) amounted to RMB327.1
million (31 December 2020: RMB466.0 million) as at 30 June

2021.

(@) Overdue receivables for factoring business

HE2021F6H30H ' FERER T
BEBHOEEN TEHRNREE
BARM40.08 8 T (20205124
31H : AE¥144 7588 T) (B

16) ©

HE2021F6H30H > FERER T
BEAREHERNEEEEA A
R 1327 18 &7t (20205F12H31H -
AR¥466.0887T) (BHE15) o

(a) BEHARKRIERIZEALAR

analysed by overdue period (exclusive interest A (FEERKFHR)
receivable)
At 30 June At 31 December
2021 2020
20214 122020£
6H30H 12831H
RMB’000 RMB’000
ABBTFT ABEF T
Overdue within 3 months ERASE B A (3@ B)
(inclusive) 105,932 679
Overdue between 3 months and A HASME B E6@ A (26188)
6 months (inclusive) 8,262 269
Overdue between 6 months and wHAGE B E1E (F16)
1 year (inclusive) 874 36,504
Overdue more than one year w1 FEM |k 32,404 20,800
147,472 58,252
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For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

9 RECEIVABLES FOR FACTORING BUSINESS 9 RUWFRER &)

(CONTINUED)

(b) Impairment of receivables for factoring business (b) ERFRESRNEERERKX
Impairment losses in respect of receivables for factoring FEWRIBRRAV E E R E B KU
business are recorded using an allowance account BIRREE R BRIEAERE D AU
unless the Group is satisfied that recovery of the amount ClIERMENESEMN TZF
is remote, in which case the impairment loss is written MT EEREBRBIEERLRE
off against receivables for factoring business directly. U RIB FRAZAH ©

At 30 June 2021
1£2021%6H30H
Lifetime ECL Lifetime
12-month Not credit ECL credit
ECL impaired Impaired Total

BlEEzE BEEzE

HA P FEHA HA P FEHA

AK12{ER EREX EREX

R REE BEE
EfEEES ERRE ERRE EE
RMB’000 RMB’000 RMB’000 RMB’000
ARBFT AREFTRT ARBEFT AREFRT

At 1 January B1B1H 22,983 924 17,824 41,731
Transfer: P ER 8B
- to lifetime ECL not —2REGEHANTERE
credit-impaired Bk
RELEERAE (5,580) 5,580 - =
— to lifetime ECL —EREFEHAR
credit-impaired FEHERER
BRLEERAE (349) (135) 484 -
Charge for the period AEAGTHIE 362 31,328 4,215 35,905
At 30 June R6H30H 17,416 37,697 22,523 77,636
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REEEZPEA FE IR S M EE

For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

9 RECEIVABLES FOR FACTORING BUSINESS 9 MBRFRIER (&)
(CONTINUED)
(b) Impairment of receivables for factoring business (b) ERFREDRNEERERKX
(Continued) (#)

At 31 December 2020

12020128318
Lifetime ECL Lifetime
12-month Not credit ECL credit
ECL impaired Impaired Total

REFE REFE

Hm TR HAMTRE

RE12{EA EEEES EEEES

B REE BEE
EREX ERAE ERAE ast
RMB'000 RMB'000 RMB'000 RMB'000
NBETT ANRETT ARBETT ARETnT

At 1 January R1B1H 19,424 2,263 10,761 32,448
Transfer to lifetime ECL PR B A AN
not credit-impaired BHERBAREE
ERRE 24) 24 = -
Transfer to lifetime ECL FEE M T R EFERAN
credit-impaired BHRERERBEEL
ERRE (788) (115) 903 -
Charge/(reversal) for the year R4 (&) /5t 4,371 (1,248) 8,350 11,473
Write-off N E g = = (2,190) (2,190)
At 31 December 1128318 22,983 924 17,824 41,731
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REEEZPHA TR S M EE

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 EMER KRB
(a) Analysed by nature (a) HMEESH

At 30 June At 31 December

2021 2020
20214 220204
6H30H 12831H
RMB’000 RMB’000
AR ANEEFT
SME lending e 1,236,888 1,656,206
Entrusted loans LZEER 592,847 636,089
Gross loans and advances to BMER R BRAEEE
customers 1,829,735 2,292,g€_)§
Add: Interest receivable ;RS 88,231 77,850
Less: Allowances for impairment B BECREEE
losses (135,021) (156,592)
Net loans and advances to BEMERRBREE
customers 1,782,945 2,213,553
Loans and advances to customers included loans under R20215F6H30H » EREF K&
repurchase agreements, amounting to Nil as at 30 June BN EEEHEBEEANTE
2021 (31 December 2020: RMB17.0 million) (Note 16). HHNER HifEEEA ARE
T 5T (FR2020FE 128318 A AR
Bi17.08 8T (RHE16) o
Loans and advances to customers included loans of R2021%F6H30H » EREF K&
RMB272.6 million arising from the consolidation of BRPEERAEESHES
trust plans in which the Group hold the subordinated WEEsrE S B AN ERIEE
tranches as at 30 June 2021 (31 December 2020: BMELEN/NBEER HIE@E
RMB471.0 million) BEAARB272.68 8T (R
2020128318 A AKE471.0
BET) °

Interim Report 2021
:g:—ﬁpqﬂ,ﬁﬁiﬁﬁ 79

V N



Notes to the Unaudited Interim Financial Report
REEEZPEA FE IR S M EE

For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

10 LOANS AND ADVANCES TO CUSTOMERS 10 BRERKRBIR (B)
(CONTINUED)
(b) Analysed by industry sector (b) EITES
At 30 June 2021 At 31 December 2020
202156 H30H 122020512831 H
RMB’000 % RMB’000 %
AB¥EFT % ANEEFT %
Wholesale and retalil HBEMNSEE 312,689 17.09% 221,963 9.68%
Real estate it 140,350 7.67% 183,350 8.00%
Leasing and commercial HEMmERD =
services 121,800 6.66% 182,352 7.95%
Manufacturing sUaE 63,458 3.47% 65,458 2.87%
Construction £ 44,900 2.45% 55,939 2.44%
Others HAth 126,416 6.91% 101,187 4.41%
Micro-lending MU EER 809,613 44,25% 810,249 35.35%
Retail loans BAER 1,020,122 55.75% 1,482,046 64.65%

Gross loans and advances to B R B AALE

=

customers 1,829,735 100.00% 2,292,295 100.00%
Add: Interest receivable m e U E 88,231 77,850
Less: Allowances for B ERREER
impairment losses (135,021) (156,592)

Net loans and advances to ~ EWERRBIFEE
customers 1,782,945 2,213,553
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REEEZPHA TR S M EE

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

10 LOANS AND ADVANCES TO CUSTOMERS 10 HERERKRBHR (8B)

(CONTINUED)

(c) Analysed by type of collateral (c) iKW EREBEIN

At 30 June At 31 December
2021 2020
7?2021% 1202045
6H30H 12H31H
RMB’000 RMB 000
AREFT NEEFT
Secured loans HEHREMR 1,247,595 1,698,504
Guaranteed loans fREBE 564,506 558,951
Unsecured loans EIERE®R 17,634 34,840
Gross loans and advances to BRER R BRAEEE
customers 1,829,735 2,292,295
Add: Interest receivable 0 EWF 8 88,231 77,850
Less: Allowances for impairment &l | & 7R E 2
losses (135,021) (156,592)
Net loans and advances to BRERKRBRFEE
customers 1,782,945 2,213,653

(d) Overdue loans analysed by overdue period (d) BEEHAEEYEEARAR o
(exclusive interest receivable) (FEEEKF2)
At 30 June At 31 December
2021 2020
7®2021% 1220204
6H30H 12H31H
RMB’000 RMB’000
AREFT NEEFT
Overdue within 3 months (inclusive) & EA31E B LA (E31E ) 55,029 63,636
Overdue between 3 months and  # HA3ME B =61E A
6 months (inclusive) (6@ A) 63,768 125,350
Overdue between 6 months and  #iHA6ME 2 £14F
one year (inclusive) (B14) 106,715 59,165
Overdue more than one year FHR1ED & 120,454 107,096
345,966 355,247
Overdue loans represent loans, of which the whole or BHAERERIEEZ DA
part of the principal or interest were overdue for one day ERAMEBEAPAIRFULBE

or more.

=+
o

Interim Report 2021

R —FrhiiRE 81

V N



Notes to the Unaudited Interim Financial Report
REEEZPEA FE IR S M EE

For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHERKRBR (&
(CONTINUED)
(e) Analysed by methods for assessing allowances (e) WMBEBEEKREFESTEEED
for impairment losses r
At 30 June 2021
1420216 H 308
Lifetime ECL Lifetime
12-month Not credit ECL credit
ECL impaired impaired Total

REFESH  ZEsEN
BHERR%X BHERRX
KR12{8R REE BEE
BBERR% fERmE fERHE S
RMB’000 RMB’000 RMB’000 RMB’000
ABEFR  ARETn  AREFT  ARETT

Micro-lending INHEEER 681,043 - 128,570 809,613
Retail Loans (EVN-EN 808,659 27,735 183,728 1,020,122
Gross loans and advances to BHERRBTELE
customers 1,489,702 27,735 312,298 1,829,735
Add: Interest receivable i EkF & 88,231 - - 88,231
Less: Allowances for impairment 3 : EFUHEERE
losses (31,977) (3,766) (99,278) (135,021)
Net loans and advances to EHERRBIFE
customers 1,545,956 23,969 213,020 1,782,945

82 Hanhua Financial Holding Co., Ltd.
BESERNOBRAR

V N



Notes to the Unaudited Interim Financial Report
REEEZPHA TR S M EE

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R BFriss MU RET 75T

10 LOANS AND ADVANCES TO CUSTOMERS 10 BMERRBR (&
(CONTINUED)
(e) Analysed by methods for assessing allowances (e) MREEXREGERTMASES
for impairment losses (Continued) W (48)

At 31 December 2020

1r2020F12831H
Lifetime ECL Lifetime
12-month not credit ECL credit
ECL impaired Impaired Total

REraEs REZED
BHERRX BHEREX

RR12{88 REE B
BHMERRX fERRE fERRE ast
RMB'000 RMB 000 RMB 000 RMB 000

ANEETT  ANBETn  ABEFT  ARETT

Micro-lending INHEEER 694,737 - 115,512 810,249
Retail Loans (EYN=E 1,251,778 52,730 177,538 1,482,046
Gross loans and advances to BEHERRBRETE

customers 1,946,515 52,730 293,050 2,292,295
Add: Interest receivable i EkF S 77,850 = = 77,850

Less: Allowances for impairment 8 : EFUREEE

losses (41,775) (5,951) (108,366) (156,592)
Net loans and advances to EHEDNBTFE
customers 1,982,590 46,779 184,184 2,213,553
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

10 LOANS AND ADVANCES TO CUSTOMERS 10 XERERKRBR (&

(CONTINUED)
() Movements of allowances for impairment losses () REBEXEGESHNED
At 30 June 2021
1#202156H30H
Lifetime ECL Lifetime
12-month Not credit ECL credit
ECL impaired impaired Total
BEFES EEzEN
HHEREX BEHEREX
XE12(8A RBE EE4E
FHERER ERAE ERAEE CE
RMB’000 RMB’000 RMB’000 RMB’000
AEBTT AEEF AEBEFT ANEETFT
At 1 January MB1R 41,775 5,951 108,866 156,592
Transfer: PEERERIA |
- to 12-month ECL —RXF12(EBRBEREX 4,645 (644) (4,001) -
- to lifetime ECL - REFEHERERBX
not credit-impaired AELERAENEN (519) 536 (17) -
- to lifetime ECL -BEGFERRHBEREL
credit-impaired BELERRENER (1,912) (1,373) 3,285 -
(Reversal)/charge for the period ~ Z&H (&) /5t (7,857) (246) 6,500 (1,603)
Transfer out = (4,155) (458) (1,735) (6,348)
Write-offs KA - - (29,695) (29,695)
Recoveries KEEZHEERKRBR - - 16,075 16,075
At 30 June 68308 31,977 3,766 99,278 135,021
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For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R BFriss MU RET 75T

10 LOANS AND ADVANCES TO CUSTOMERS 10 BHRERKRBR ()
(CONTINUED)
() Movements of allowances for impairment losses (f) HEEKREESHNEE (&)
(Continued)

At 31 December 2020

1r2020F12831H
Lifetime ECL Lifetime
12-month not credit ECL credit
ECL impaired Impaired Total
BEGES BEFES
BRPEREBEL BHEEEL
AEA2E A REE B#4
BHEREE ERRE ERRE At
RMB'000 RMB'000 RMB'000 RMB'000
NBETFT NE¥FT NEBFT NEEFT
At 1 January #1B18 102,932 10,438 177,467 290,837
Transfer: P ER I |
— to 12-month ECL —RKR12ERBAGRBE 1,245 (264) (981) -
~ 1o lifetime ECL - BEGEFRHEREL
not credit-impaired RELERRENER (84) 84 = =
- to lifetime ECL —BEGERRHEREX
credit-impaired BREGRABENER (5,803) (688) 6,491 =
(Reversal)/charge for the year G (BE) /e (45,605) (2,235) 4,069 (43,771)
Transfer out =y (10,910) (1,384) (4,441) (16,735)
Write-offs KEGH - - (92,107) (92,107)
Recoveries KRB ZHER R BR - - 18,368 18,368
At 31 December 128318 44,775 5,951 108,866 156,592
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

10 LOANS AND ADVANCES TO CUSTOMERS

(CONTINUED)

(9)

Analysed by credit quality

10 HRERKRBER (B

(9) BEERENSHIITAOT

At 30 June At 31 December
2021 2020
20214 20204
6H30H 12H31H
RMB’000 RMB’000
AREFiT ANEEFT
Gross balance of loans and RF12ME B FBHRE 1Rk
advances to customers that BRER B AELE
are assessed for 12-month ECLs
— Neither overdue nor —BERmAA R EE &
credit-impaired ERRE 1,572,000 2,014,898
— Overdue but not credit-impaired ~ —B# AR E = ARIE 5,933 9,467
Sub-total At 157798 O« 2,024,365
Gross balance of loans and BEFEARELETEAER
advances to customers that BRENER KB RLEEE
assessed for lifetime ECLs
not credit-impaired
- Overdue but not credit-impaired ~ —BARABREEEHBL 27,735 52,730
Sub-total st 271,785 52,720
Gross balance of loans and BEGFEIPEELTEHER
advances to customers that BRENERKRBRAEEE
are assessed for lifetime ECLs
credit-impaired
— Overdue and credit-impaired —BRAEEEERRE 312,298 293,050
Sub-total et 312,298 293,050
Less: Allowances for impairment B ETUREERE
losses (135,021) (156,592)
Net value FE 1,782,945 2,213,553
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KR EZPHAA FE R 5 M5
For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

11 FINANCIAL ASSETS MEASURED AT FAIR 11 UAREBEFEEHEEE A
VALUE THROUGH PROFIT OR LOSS EHETNEMEE
At 30 June At 31 December
2021 2020
?20214 20204
6H30H 128314
RMB’000 RMB’000
AREFiT ANEBFT
Equity instrument: =
— Listed — k™ 95,141 54,614
— Unlisted —3JEEmH 413,220 442,602
Debt instrument: BEETH:
— Unlisted —3JEEm™ 1,110,172 1,058,085
Non-performing asset packages (Note) SR & E S (f:2) 629,393 580,624
2,247,926 2,135,825
Note: et :
Non-performing asset packages are the distressed debt assets FTREEGRIEEAQE TN %
acquired from financial institutions and non-financial institutions by BHESHEBRENAREREE T
a subsidiary of the Company. The non-performing asset packages REETZOERXRTERREWRER
mainly include loans and receivables issued by commercial banks, P BEE R EUER R
entrustment loans and accounts receivable.
12 FINANCE LEASE RECEIVABLES 12 BRI EEER
At 30 June At 31 December
2021 2020
?20214 20204
6H30H 128314
RMB’000 RMB’000
ABEFT NEEFT
Finance lease receivables FEWmEREER 195,688 205,536
Less: Unearned finance lease B AERBERE
income (29,948) (80,337)
Present value of minimum finance G/ EHEERREE
lease receivables 165,740 175,199
Less: Allowance for impairment B B EEE
losses (66,745) (66,987)
Net balance FER 98,995 108,212
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

12 FINANCE LEASE RECEIVABLES 12 BRI BEHEER (8)
(CONTINUED)
(a) Ageing analysis: (a) BRES 3R :
At 30 June 2021 At 31 December 2020
#2021F6H30H 112020128314
Unearned Minimum Unearned Minimum
Finance finance finance Finance finance finance
lease lease lease lease lease lease
receivables income receivables  receivables income  receivables
EKHE RERHE RIEME EhmE RERUE REME
HEM k&  HEKHRE HEX W HERTE

RMB'000  RMB'000  RMB'000  RMB'000  RMB000  ARMB000
ARBTR ARBETH ARETT AEETT ARETZ ARETR

Less than 1 year 1EMR
(B15) 185,168 (28,338) 156,830 189,885 (28,027 161,858
1 year to 2 years 15308
(Bof) 8,710 (1,333) 7,377 11,736 (1,732) 10,004
2 years to 3 years 2EFIE
(434) 1,810 (277) 1,533 3,915 (578) 3,337
195,688 (29,948) 165,740 205,536 (30,337) 175,199
Less: Allowance for B HEER
impairment losses (66,745) (66,987)

98,995 108,212
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For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

12 FINANCE LEASE RECEIVABLES 12 B ERER (&)
(CONTINUED)

(b) Impairment of finance lease receivables: (b) BEWmBHAERNEERHER
5

At 30 June 2021
1$202146530H

Lifetime ECL Lifetime

12-month Not credit ECL credit
ECL impaired Impaired Total

BEEEN REAFES

BHER B

FRE12(88 K- HK-
A L BEE
BREX ERRE ERRE A&

RMB’000 RMB’000 RMB’000 RMB’000
ABETT  ABETR  ARBETT ARETRT

At 1 January 1B1H 215 - 66,772 66,987
Reversal for the period A& (69) - (173) (242)
At 30 June K6H30H 146 - 66,599 66,745

At 31 December 2020

122020512831 H
Lifetime ECL Lifetime
12-month Not credit ECL credit
ECL impaired Impaired Total

EEFESR REFED
REBER REiER

AK12(BR Bk- Bx—
ikt KEE B¥%E
(ELiEESES ERRE ERRE ast

RMB 000 RMB'000 RMB 000 RMB'000
NEETT  ARETn  AEETT ARETT

At 1 January K118 523 - 37,367 37,890
(Reversal)/charge for the year AE (B[) /52 (308) = 29,405 29,097
At 31 December K128318 215 - 66,772 66,987
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

13 PROPERTY, PLANT AND EQUIPMENT 13 ME - -HBERKE
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
Hftr
HAR HENE MRS R
EBEY EaR HthiRfe HRZH HEIR BRHEENE g

AWB 000 RMB000 RMB000 AMB 000 AWB 000 AWB 000 AUMB 000
ABETE  ARETn  ARETn  ARETm  ARETn  ARETn  ARETn

Cost: A
At 1 January 2020 1202061818 1,074,174 28,581 90,943 191,497 32,858 64,433 1,482,486
Additions 1210 - 4 1,953 - 4,799 30,948 37,704
Transfer in/(out) g) /&4 - - 979 - (979) - -
Transfer to intangible assets E\EVEE - - - - (35,791) - (35,791)
Disposals RE - (2,408) (5,420) - - - (7,828)
At 31 December 2020 1R2020&12831H 1,074,174 26,177 88,455 191,497 887 95,381 1,476,571
Additions 1 - - 286 107 - 13,466 13,859
Transfers to intangible assets BARWEE - - - - (750) - (750)
Disposals EE - - (492) - - - (492)
At 30 June 2021 1*2021E£6A30H 1,074,174 26,177 88,249 191,604 137 108,847 1,489,188
Accumulated depreciation: BiHrE .
At 1 January 2020 120201817 (80,614) 20261) (56,821) (101,366) - (29,446) (288,508)
Charge for the year REGE (34,559) (1,174) (8,353) (11,379) - (31,887) (87,346)
Written back on disposals AR = 2,298 5,112 = = = 740
At 31 December 2020 and 120206128318 &

at 1 January 2021 22141818 (115,173 (19,137) (60,06 (112,739) - (61,333 (368,444)
Charge for the period AR (1,525 (515) (3,916) (8,119 - (13479) (41,548)
Written back on disposals EEHME - - 259 - - - 259
At 80 June 2021 2021568308 (130,698) (19,652) 63719 (1208589 2 74808) (409,739
Net book value: SRERE
At 30 June 2021 1R2021E£6A30H 943,476 6,525 24,530 70,746 137 34,041 1,079,455
At 31 December 2020 1*2020%128318 959,001 7,040 28,393 78,758 887 34,048 1,108,127
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For the six months ended30 June 2021 & £2021E6H30H LL61E A

(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

14 DEFERRED TAX ASSETS 14 RIEFRISREE
The components of deferred tax assets/(liabilities) recognised KEBR G HPT BT RED R
in the consolidated statements of financial position and the IEFFSMREE,/ (BE) BE RN AH
movements during the period/year are as follows: B EENNEEWT
Deferred tax
Deferred tax assets liabilities
BEFEREE BEFIFRAR
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
URREE UAREE
&R HER
HEFHHA HEHHA
EREE B BaEl
BEHE Fef EHER SREEN SHEEN
Deferred tax arising from BEREELR BREE BIEM BiEhE ArEEEE it DABEEEH 31
RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 AMB 000 RMB 000
NEETn  AEBFn  ABBFTn  ARETn  AEETn  AEEFn  AREFR
At 1 January 2021 120211518 390,226 148 60,590 34,521 485,491 (167) 485,324
(Credited)/Recognised to the REHERR GtA) /
consolidated statement of B3 (rz25)
profit or loss (Note 8) (9,224 (142) (9,805) (9,127) (28,298) 167 (28,131)
At 30 June 2021 1#202156B830H 381,002 6 50,785 25,400 457,193 - 457,193
Deferred tax
Deferred tax assets liabilities
BEFEREE BEFIFRAR
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
URREE LURREE
#EE ;2R
HEFHHA HEEHA
BREE B BEm
BEHE fef EHER SREEN SHEEN
Deferred tax arising from: BEREEER BLEE BIHEM BERE AAEEED Ait  DAAEBEES 38
RMB000 RMB 000 RMB 000 RMB 000 RMB 000 AMB 000 RMB000
ANEETn  ABEFn  ABEFTn  ARETn  AEETn  ARBEFTn  AREFn
At 1 January 2020 120201518 435,962 118 82,325 15,716 534,121 (352) 533,769
(Credited)/Recognised to the REHERE GtA) /
consolidated statement of BB (7225)
profit or loss (Note 8) (45,736) 30 (21,735) 18,811 (48,630) 185 (48,445)
At 31 December 2020 120205128318 390,226 148 60,590 34,521 485,491 (167) 485,324
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Notes to the Unaudited Interim Financial Report
REEEZPEA FE IR S M EE

For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

14 DEFERRED TAX ASSETS (CONTINUED) 14 BEFRISMEE (8)
(a) Deferred tax assets not recognised (a) RERHELEFRSREE
The Group has not recognised deferred tax assets in HRERRBE AU RER
respect of cumulative tax losses of RMB1,376.6 million ARAFETHERHNRKERES
at 30 June 2021 (31 December 2020: RMB1,512.0 B A IR0 A R S 18 RO R 2R FE
million), as it is not probable that future taxable profits HA)E > A & B pi2021 5
against which the losses can be utilized will be available 6H30H M RsTaIRIIEmIEARA A
in the relevant tax jurisdiction and entity. The tax losses E11,376.6 A8t (2020512
will expire in five years since initial occurrence under B31BA AE1,512.0887T)
current tax legislation. HESIREFTISINE E ° IRIRIRTT

ME ARNBEEREFELR
BI ATE N B85 BY HA R A 40

RIRFEFFIE o
15 INTEREST-BEARING BORROWINGS 15 stEE®
The Group’s interest-bearing borrowings are analysed as KEBFEEBRDNAT -
follows:
At 30 June At 31 December
2021 2020
7?2021 120204
6H30H 12H31H
RMB’000 RMB’000
ARETFT ANRETT
Bank loans (Note (i) IRITER (H1223)
— Unsecured — R 139,995 252,395
— Guaranteed by third parties — B EEER 96,000 153,000
- Secured by properties of the Group ~ — &Y ZEIKIR (H7523i))
(Note (if) 294,742 174,618
— Secured by other assets of the Group — A& B Hth & E KT
(Note (iii)) (K a2 (i) 329,000 370,000
859,737 950,013
Other loans (Note (iv)) HuER Wt iv) 1,719,788 2,882,813
Other interest-bearing liabilities (Note (v) Efhst B &1E& (#£(v)) 1,028,927 1,269,340
3,608,452 5,102,166
Interest payables FEHI S 64,962 60,587
3,673,414 5,162,753
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Notes to the Unaudited Interim Financial Report

REEBEZ P HAR TSR S M 5E

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

15 INTEREST-BEARING BORROWINGS
(CONTINUED)

Notes:

(0

(i)

(il)

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 RMB803.3 million as at 30 June 2021
(31 December 2020: RMB346.4 million).

The bank loans are secured by deposits and receivables
for factoring business owned by the Group. The aggregate
carrying value amounted to RMB362.9 million as at 30 June
2021 (81 December 2020: RMB466.0 million).

15 St BER (&)

et -

() FIEAEENBRTERERITRS
RAM A ST L OB R S [F o i 4 5 [
EROE EMARSRZRERE -
rEBTEHEERABR

(i) ZBTERHEEBEZERYIER
1202168308 - #1742 K42 IR
Ef{EA A R#803.38 & 7T (20204
12H31EA AR K346 4B & IT) ©

(i) ZETEFNHAERFENEAK
FE U R BB FRIE 37 © 71220216 B 30
BBy mEs AR B362.9
BET (202012831 A AR

466.08 & 7T) °
(iv) Other loans bear interest at various interest rate, which are vy EHMEFNEEEXEELRE RE
repayable no later than 18 February 2024. BR2024F2818HEE ©
(vy The Group issued trust plans with the senior tranches (v) B E2021F68B30HAEREETT T

accounted at RMB151.1 million at 30 June 2021 (31 December
2020: RMB312.7 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 2021
included interests of limited liability partners of RMB877.9
million in the partnerships which were consolidated by the
Group (81 December 2020: RMB956.7 million).

151. 1B BT ARBHNELRETt
B (20204128310 : AR#312.7
BB  ATNCEEBRRE &K
ERKRETEEA2SBREION
E2RED FXEBRELIBEFHD
N EERME T MEER

AE B 12021 FE6H30H M H A5t
EEBOEFAERCHNEBEE
NERSEEEEANEARES77.9
BBt (20206128318 : AR
956.7EH & 7T) °©

Interim Report 2021
:g:—ﬁpqﬂ,ﬁﬁiﬁﬁ 93

V N




REEEZ P HARA TSR S M5

For the six months ended30 June 2021 & Z2021E6H30H LE61E A

Notes to the Unaudited Interim Financial Report

(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

16 FINANCIAL ASSETS SOLD UNDER
REPURCHASE AGREEMENT

16 HEHEOIEE/MEER

At 30 June At 31 December
2021 2020
20214 122020
6H30H 12H31H
RMB’000 RMB’000
AREFT ANEEFT

Benefit rights of loans and advances 2 & Rk 2 20Uk 25 1
to customers - 17,000

Benefit rights of receivables for P LT A R 0 AT 2

factoring business 40,000 144,700
Interest payables FESF] 2 765 4,147
40,765 165,847

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

17 CUSTOMER PLEDGED DEPOSITS

Customer pledged deposits represented deposits received
from customers as collateral security against the credit
guarantee issued by the Group. These deposits are interest-
free and will be returned to customers after the guarantee
contracts expire.
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Notes to the Unaudited Interim Financial Report
REEEZPHA TR S M EE

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

18 ACCRUALS AND OTHER PAYABLES 18 FEst R EHME[®

At 30 June At 31 December
2021 2020
220214 122020
6H30H 12H31H
RMB’000 RMB’'000
ARETFT ANERETFT
Other payables H AR 249,783 340,309
Financial liabilities measured at BEBERATEEMEE
amortised cost 249,783 340,309
Accrued staff cost FEE 1< B T 7 P
— Salaries, wages, bonuses and —TE 15 2K
other benefits HAnEH] 14,413 52,714
Dividends payable FEATAZ R 138,000 -
Value-added tax and other surcharges &< 1 (&3 K Lt ff 0 £
payable 7,835 13,580
Withholding individual income tax FEACINME A TSR
payable 4,186 4,364
Receipts in advance FEULAR =X 18,110 30,382
Total =1 432,327 441,349

19 CAPITAL, RESERVES AND DIVIDENDS 190 B EEREE

(a) Dividends (a) BE

Dividends payable to equity shareholders of the
Company attributable to the previous financial year,
approved during the interim period.

TR EEMEREBIAT
—UBEFENDEDRRDA
BB S °

Six months ended 30 June

B E6A30ALL6MEA
2021 2020
20215 20204
RMB’000 RMB’000
AREFT ABEFT
Final dividends in respect of the BHEUTHHRAEEREN
previous year, approved during TFEREABRARE
the following interim period, of 0.037t (B E7220204F
RMBO0.03 per share (six months 68308 IEM/REA :
ended 30 June 2020: Nil) ANR®ZIT) o 138,000 =
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Notes to the Unaudited Interim Financial Report
REEEZPEA FE IR S M EE

For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

19 CAPITAL, RESERVES AND DIVIDENDS 19 BX--HERRE (&)

(c) Nature and purpose of reserves

(CONTINUED)
(b) Share capital (b) B&Zs
The share capital was issued and fully paid. EAHBETHERE

(c) FEMHEREN

() Share premium () B’
The share premium represents the difference BHpaEEAARRKRME
between the par value of the shares of the BHEABEEZETALBR
Company and proceeds received from the issuance PERERIBZ ENERE
of the shares of the Company.
(i) Capital reserve (i) BEXRFE
The capital reserve mainly comprises the following: BERABEETEIE
- the portion of the grant date fair value — MAAEEERED
of unexercised share options granted to RXITHERERHHE
employees of the Company that has been HNAREBEZD
recognised.
—  the difference between the purchase price - RALOEKEBEBENT
and the carrying amount of equity interest in NERENEESEHA
a subsidiary purchased from non-controlling IREEEZENERE
interests is recorded as capital reserve. ERBEARRTE.
(i) Surplus reserve (i) BRERAFE

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.
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Notes to the Unaudited Interim Financial Report

REEBEZ P HAR TSR S M 5E

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

19 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c) Nature and purpose of reserves (Continued)

(iv) General reserve

v)

Pursuant to relevant regulations, the Company

19 B fHERR

B (&)

(c) HEUEERBN (&)

(iv)

— AR R %

RBEBERE  ZABRE

and its subsidiaries engaged in credit guarantee NEERAEREZNWB
business are required to set aside a general reserve NE BRI B E IR

through appropriations of profit after tax according
to 10% of its profit after tax as determined under
the Accounting Standard for Business Enterprise
and other relevant requirements issued by the
Ministry of Finance of the PRC after making good
prior year's accumulated loss to cover potential
losses against their assets.

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

Exchange Reserve

Foreign exchange differences arising from activities
of Huiwei HongKong Holding Limited, 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.

v)

ER—RERER TEH
BAEUAMNFERSBEER
B3R FER10% (IRIRAPE
Ft B ER A8 0 BY 1 3F & 5 2
AR EAMMAERRRE) > LA
MHEHEEREHENBER

MmEERNEEERES
BB B A B BAEIR R F)
RIREE S — AR E B 2 4
TRARBREEMBBERR
EERRE T B MR
HEEARELRNER R
Al £ —REARERE RS
BOREBREEMBTRAR
AEERAV1.0% ©

SMNEIR I EEER

ELEEEMBERERAR
NE BESBERAERA
ANEMEEEERRAT
(BB BE 52 1R) & B Y S S
TEER EEHMBRR
RPWERAFIEEED
PEVSNEIRRITHE AR
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Notes to the Unaudited Interim Financial Report
REEEZPEA FE IR S M EE

For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

19 CAPITAL, RESERVES AND DIVIDENDS 19 BX--HERRE (&)

(CONTINUED)

(c) HEEERB®N (&)

(c) Nature and purpose of reserves (Continued)

(vi) Capital management (vi) BEXEE

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 2021 to 30 June 2021 and the year ended
31 December 2020.

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

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

20 NON-CONTROLLING INTERESTS 20 FEEEFIMEEE
At 30 June At 31 December
2021 2020
120214 F220204
6H30H 12831H
RMB’000 RMB’000
AR EFT ANEEFT
Liaoning Fu’an Financial Asset FEETTHEEEE
Management Ltd. BRAE 453,873 473,404
Sichuan Hanhua Micro-credit M= NBEERBRAE
Co., Ltd. 96,884 95,852
Chongging Hanhua Micro-credit BEEMHENEENER
Co., Ltd. EEATE 87,316 90,081
Others HAth 34,336 44,275
672,409 703,612

21 FAIR VALUE MEASUREMENT OF FINANCIAL 21 EMTAAREESE
INSTRUMENTS

(a) Financial assets and liabilities measured at fair (a) BARBEAENEHMEER
value =R
() Fair value hierarchy () AREEER
The following table presents the fair value of the TREINAEFBZEEE
Group’s financial instruments measured at the HEERBSHARFTELR
end of the reporting period on a recurring basis, BEEEUBREENE1S
categorised into the three-level fair value hierarchy IR EBEFEIPTRE
as defined in HKFRS 183, Fair value measurement. N=Er1EBERE&RDHE
The level into which a fair value measurement HNEMTARARBE 250
is classified is determined with reference to the BEAEN=EHRDHE
observability and significance of the inputs used in Z2EMERFEAFMMBNE A
the valuation technique as follows: ENNAIRREEREE
MEEWT
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Notes to the Unaudited Interim Financial Report
REEEZPEA FE IR S M EE

For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

21 FAIR VALUE MEASUREMENT OF FINANCIAL 21 ERTEAREBETE (BB)
INSTRUMENTS (CONTINUED)

(a) Financial assets and liabilities measured at fair (a) BAREBEIENEMEER
value (Continued) &aE #)
(i) Fair value hierarchy (Continued) () AAEEER E)
e Level 1 valuations: Fair value measured using o FIBMMHME: RIXE
only Level 1 inputs i.e. unadjusted quoted 1 R A SiE (B
prices in active markets for identical assets or E—BEXEER 5
liabilities at the measurement date EHHPEERE M H
BHRKHERE) ot
ENAREE
e Level 2 valuations: Fair value measured using o FE2EBMEMEIKAFE2
Level 2 inputs i.e. observable inputs which [ 4k s A Bk (BN R BE
fail to meet Level 1, and not using significant EEF1BRNATERE
unobservable inputs. Unobservable inputs are AR MAREE
inputs for which market data are not available ENEIR RS PN €
SFENAREE AT
BN AREAED
B8R A BIE
e Level 3 valuations: Fair value measured using e EIEHRMHE:FHE
significant unobservable inputs RAA B R A SR
STEMAAREBE
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Notes to the Unaudited Interim Financial Report
SEZPHAR TSR S M EE

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

21 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

(@) 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.

21 EMIAQREEFE (@)

(a) BAABEAENEHREER
&R (@)

()

LB EER (E)

MAnEBESENERIT
BEEBENMIZRER
KATSREERANE
BE-BERBAENTHRE
RBE R A G E R Lt
BBHLEHMBEMUN TR
BEE-REMAITE HEE
BE KAN2HEEER
AR BEERK EHM
EREER BFEARESMIT
RER BEEEgZRAMN
BB EERMMGIRE
o IRFA2EHLUNE
Rl 2E o

XEBHEE EBRVEKL
HEEEBK aEMER
TE(BfEFELMAUEHE
& AR5 EITHE - ZE
BXE R B B ST
ZEERG HELANEE
FEE2FoMzGERS
TTHEBRRERERFEE
%EH:EHHZF%’IEEHZL?QW

EEB NI E BRI EE
BERERSFHMEE
ERBIZEGETMX
5 5m 0 MR E BRI —
Ho
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

21 FAIR VALUE MEASUREMENT OF FINANCIAL

INSTRUMENTS (CONTINUED)

(@) Financial assets and liabilities measured at fair

value (Continued)

() Fair value hierarchy (Continued)

Notes to the Unaudited Interim Financial Report

REEEZ P HARA TSR S M5

21 EMIAQREEE (@)

(a) BARABEAENEHREER
&R\ (@)

() AABEER ()

Fair value measurements as at
30 June 2021 categorised into
202146H30A AREESE

Fair value at
30 June 2021
#2021
6830HH Level 1 Level 2 Level 3
ARERE F—EBR FIEE BEZEHR
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AEEFT ANEBFT ANEEFT
Recurring fair value BEMAAEEFE
measurements
Financial assets: SHEE !
Equity instrument: BmIE:
- Listed -k 95,141 95,141 - -
- Unlisted —ELtm 413,220 - - 413,220
Debt instrument: EHIR:
- Unlisted —JLm 1,110,172 - - 1,110,172
Non-performing asset packages T REBES 629,393 - - 629,393
Fair value measurements as at
31 December 2020 categorised into
2020F12H31B AR EBESE
Fair value at
31 December
2020
A20205
128318/ Level 1 Level 2 Level 3
NREE F—EBR FTER ER =
RMB’000 RMB’000 RMB’000 RMB’000
ANBEFT ANEBEFT ANEBETFT ANEBETT
Recurring fair value REMAREEHE
measurements
Financial assets: STHEE !
Equity instrument: BRTE:
- Listed —km 54,614 54,614 - -
- Unlisted —JF kT 442,602 = = 442,602
Debt instrument: BREIR:
- Unlisted —JLmm 1,058,085 - - 1,058,085
Non-performing asset packages FAREES 580,524 - - 580,524
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21 FAIR VALUE MEASUREMENT OF FINANCIAL

Notes to the Unaudited Interim Financial Report

REEBEZ P HAR TSR S M 5E

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

INSTRUMENTS (CONTINUED)

(@) Financial assets and liabilities measured at fair

value (Continued)

()

Fair value hierarchy (Continued)

Information about Level 3 fair value measurements

is as below:

Valuation
Techniques

f (B 5l

21 EMIAQREEFE (@)

(a) BAABEAENEHREER

&R (@)
() RArEEER (&)

FEIBHRANBEFEEH
wr

Significant
unobservable inputs

EATABRRBARE

Financial assets at
fair value through
profit or loss

Equity instrument:

- Unlisted

Debt instrument:
- Unlisted

MAnEEEEHE
gt AEHES
MERMEE

BmIHA:

—ELEH

BHIA:
—JkEH

Non-performing asset packages FNE&Efl

Market comparable
companies
WAL AT

Discounted cash flow
REmmR
Discounted cash flow
REmTR

The fair value of unlisted equity instruments
is determined using the price/earning ratios
of comparable listed companies adjusted for
lack of marketability discount. The fair value
measurement is negatively correlated to the
discount for lack of marketability. As at 30 June
2021, it is estimated that with all other variables
held constant, a decrease/increase in discount for
lack of marketability by 5% would have increased/
decreased the group’s profit by RMB5.4 million

(2020: RMB5.9 million).

Discount for
lack of marketability

mEILHE

Risk-adjusted discount rate
[ bR B AL IR =

Risk-adjusted discount rate

R AR R TR

EEFTHRZTENAALB
EHALE LT RABLER
FMITERAERREN MR
EﬁE EEﬁAﬁ;JZFEi%?J/ML
Mo RAARBEFERFTO
2 & HE - 1220216830
H> At EHME 2R &
E/H /R"F’lﬁ?zﬁi 7/Z/J|L
BB AT R 1
105 % 158 7 £ & B9 F1) 9 1%
moR AR5 4AE5E T
(2020%F : AR#¥5.95%

B
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A

e BEZ P HAR TSR S M sE

Notes to the Unaudited Interim Financial Report

(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

21 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

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

()

Fair value hierarchy (Continued)

The fair value of debt instruments and non-
performing asset packages is determined using
discounted cash flow model and the significant
unobservable input used in the fair value
measurement is risk-adjusted discount rate. The
fair value measurement is negatively correlated
to the risk-adjusted discount rate. As at 30 June
2021, it is estimated that with all other variables
held constant, an increase/decrease in the
risk-adjusted discount rate by 5% would have
decreased/increased the group’s profit by RMB4.3
million (2020: RMB4.7 million).

The movement during the period in the balance of

21 EMIAQREEE (@)

(a) BAABEAENEHREER
&R @)

()

RABEER (B

EHXEITENTREEESN
NAEBERABESRINE
BAEBE ARBEE
REBMNEXAFEEHR
BAHEARREEIIR
X, NAaBEEFEERER
HEALIERE GAM - BE
2021 &£ 6 B 30 B {hst
TEMEERBFIAENS
ST 0 R B i R AL IR E AT 0
/T 5% 6 A & B A
BRI ARE 43858 7T
(2020 & : AR 47 B
BT °

EIEMANBEETELR

Level 3 fair value measurements is as follows: REAREBT -
At 30 June At 30 June
2021 2020
220214 1220204
6H30H 6530H
RMB’000 RMB’000
ARBEFT N
At 1 January R1B1H 2,081,211 1,738,081
Transfers out of Level 3 HHEE=EBR (30,642) =
Payment for purchase BE 217,256 374,337
Net unrealised gains or losses AR ER R R EIR
recognised in profit or loss W s 518 F K
during the period (6,718) (29,745)
Proceeds from sales HHER (108,322) (296,730)
At 30 June R6H830H 2,152,785 1,785,943
(b) Fair values of financial assets and liabilities (b) FRULrAREBEAENEMEE
carried at other than fair value RBaBENAREBE

120216 830H K2020%E128
31H » 25 B35 Ak A4S 3 3 R Al 2
FIR &M T EZIREEAA
NABELESKER-

The carrying amounts of the Group’s financial
instruments carried at cost or amortized cost are
not materially different from their fair values as at 31
December 2020 and 30 June 2021.
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Notes to the Unaudited Interim Financial Report

REEBEZ P HAR TSR S M 5E

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

22 COMMITMENTS

Capital commitments outstanding at 30 June 2021 not

22 K

R2021FE6 8308 I kR B 75 &

provided for in the financial statements were as follows: [ BRAVE A R ZRU0 R -
At 30 June At 31 December
2021 2020
20214 122020
6H30H 12831H
RMB’000 RMB’000
ARKFT ANEREFT

Commitments in respect of purchase of B ZE:I¥1% =
property, plant and equipment kodic]
— Contracted for —REaE 2,094 1,918
23 OUTSTANDING GUARANTEES 23 EFEE

At 30 June At 31 December
2021 2020
202145 1220204
6H30H 12H31H
RMB’000 RMB’000
ABEFT NEEFT
Traditional financing guarantees BHRAEER 6,185,916 6,738,033
Bond guarantees BIEER 13,439,000 15,229,000
Financing guarantees maE®E 19,624,916 21,967,033
Performance guarantees BAIER 11,904,132 12,195,003
Maximum amount guarantee RAEFRRE 31,529,048 34,162,036
Less: Customer pledged deposits B EARSEE (54,725) (57,391)
Net guarantee exposure FERE R 31,474,323 34,104,645
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Notes to the Unaudited Interim Financial Report
REEEZPEA FE IR S M EE

For the six months ended30 June 2021 & Z2021E6H30H LE61E A
(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

24 MATERIAL RELATED PARTY TRANSACTIONS 24 EXFABERS
(a) Transactions with key management personnel (a) EFREEASZHENRS

Six months ended 30 June

£ E=6H30H LL61E A HifE
2021 2020
20215 20204
RMB’000 RMB’000
AREFT ABEF T
Key management personnel remuneration  BE$EE 1 A 8 % Bl 14,861 15,128
(b) Transactions with other related parties (b) REMBEAKS ZHENRS

Six months ended 30 June

#=6H830H LL61E A H#Af

2021 2020

20214 20204

RMB’000 RMB’000

AR ANRETFT

Guarantee income ERBA - 7,880

Re-guarantee expenses BERER - 775

Interest and handling fee income FERFEERA 60,994 68,734

Interest and commission expenses MERFEBELZH (17,816) (22,360)

Acquisition of debt instrument BEEE 68,835 100,163

Repayment of loans and advances to W Bl & =R B

customers (11,237) -

Additions of interest-bearing borrowings ¥ 1¥ 5+ B & ™ 150,000 146,558

Repayment of interest-bearing borrowings &8 5t B & (318,500) (260,000)
Repayment of financial assets sold ERE HOIEER

under repurchase agreement EE (131,700) =

Providing guarantee HMER = 191,940

Releasing guarantee FRBRIE (R (109,920) (94,100)

Other revenue H A A 816 995
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Notes to the Unaudited Interim Financial Report
REEEZPHA TR S M EE

For the six months ended30 June 2021 & £2021E6H30H LL61E A
(Expressed in RMB 000 unless otherwise indicated) (X =R EFrissh » MUARET 7THIR)

24 MATERIAL RELATED PARTY TRANSACTIONS 24 EXMAMBRSZ (8B)

(CONTINUED)

(c) ERRRFR#EIE A S U5 RR B
FZEANXZREEAREAN

(c) Balances with related parties other than key
management personnel

BREE
30 June 31 December
2021 2020
202145 1202045
6H30H 12H31H
RMB’000 RMB’000
AEBEFT NEEFT
Assets BE
Cash and cash equivalents (Note 7) E&EE (WWa7) 108,993 573,573
Time and restricted bank deposits HAPRTESMEA U £
EHRERNE L
BIRIRES 24,735 65,972
Trade and other receivables JFE U Rz EL fith FE U =3B 171,092 304,864
Loans and advances to customers BEME R B 66,350 77,587
Liabilities aE
Interest-bearing borrowings FTEMER 339,500 508,000
Financial assets sold under repurchase BHOEETHEE
agreement - 131,700
Accruals and other payables FEST R H At BT R I8 14,160 24,055
Off balance sheet RINETS
Outstanding guarantee HIMER 608,950 718,870
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For the six months ended30 June 2021 & Z2021E6H30H LE61E A

e BEZ P HAR TSR S M sE

Notes to the Unaudited Interim Financial Report

(Expressed in RMB 000 unless otherwise indicated) (FX BB EFTIEIN HUARET 5T

25

26
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CONSOLIDATED STRUCTURED ENTITY

The Group has consolidated structured entities which
initiated partnerships of RMB1,659.4 million at 30 June 2021
(81 December 2020: RMB1,595.4 million). The Group has
the right to variable returns from its involvement and has the
ability to affect its returns through its power over the entity
and the Group provided financial guarantee against the
limited liabilities partners that required the fixed returns.

The Group has consolidated structured entities which
issued trust plans of RMB320.9 million (31 December 2020:
RMB534.1 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 2021, the above structured entities
consolidated by the Group amounted to RMB1,980.3 million
(31 December 2020: RMB2,129.5 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.

COMPARATIVE FIGURES

Certain comparative figures have been adjusted to conform
to current period’s presentation and to provide comparative
amounts in respect of items disclosed for the first time in
2021.
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fEmICERE

MAREBESHTERREB LGS
BIEEREERUNEBELE -HE
2021F6B30H EEENEBEKHR
EAE ANRK1,659.48 8 7T (20204
128318 : AR¥1,505.4587T) ©
AREBRLEZEFBNEEMA
HEEH SO R WA EREY
ZEFRENEE E[OFR BA
EERENEELHMNERSES
BANRETFEIER

KREBBE A HIITI2021F6830H
BT ARE320.98 & 7T (20204
128318 : AR#534. 158 7T) 55
B BCERE AEBMENEES

SR SBRIBONE LS THEL
BR300 B B BRI &R

R2021F6H30H » A KEE & G
MERRBENEECERBHES
AE#1,980.838 &7t (20205128
31H ; ARK2,1205H8 JT) ©

AR ZEEBCERNERETEHE
ERRRERLHFETR  FrUERR
BARRERDEMZFHEBIEE
BNITERZ - AEERSHEZEE
EBHNEEMESHAAR=ZAHIE
O WA ZERMEN RS ThRE
MR8 L[O3R o (KL > A5 B 5%
EEBCIRMAGHEE-

EEEEH
AR ETMIIRRIEH2021FER

KEBEEALEENER RELER
BRERAE-



