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Corporate Overview
YNGIE

Founded in Chongging in 2004, Hanhua Financial Holding Co., Ltd.
(‘Hanhua Financial’, “Hanhua” or the “Company”, together with
its subsidiaries named as the “Group”, “we”, “our” or “us”) (Stock
Code: 3903) was listed on The Stock Exchange of Hong Kong
Limited (“Hong Kong Stock Exchange”) via issue of H shares
of the Company (“H Shares”) in 2014, and has now expanded its
business portfolio to include credit guarantee, commercial banking,
financial asset management and equity investment. As at the end of
2023, the Company had a registered capital of RMB4.6 billion, total
assets of RMB13.16 billion and net assets of RMB7.93 billion. Since
its establishment, the Company has recorded cumulative business
turnover of over RMB300 billion, providing services to more than
200,000 micro, small and medium-sized enterprises (‘MSMEs”)
and more than 2,000,000 individual customers.

Credit guarantee. Hanhua Financing Guarantee Co., Ltd.
(“Hanhua Guarantee”), established in 2009 with a registered
capital of RMB3.5 billion, has established 33 branches across the
country and gained a long-term corporate credit rating of AA+. As
at the end of 2023, Hanhua Guarantee had net assets of RMB4.1
billion, and accumulated guarantee balance of over RMB100 billion.
Hanhua Guarantee has provided services to a total of 50,000 small
and medium-sized enterprises (“SMEs”).

Financial asset management. Liaoning Fu’an Financial Asset
Management Co., Ltd. (“Fu’an Asset”) was established in 2017
jointly by Hanhua Financial (as the lead promoter) and a local state-
owned enterprise, with a registered capital of RMB1 billion. Fu'an
Asset is the second local asset management company in Liaoning
Province. Based in Liaoning and radiating across the country, Fu'an
Asset provides financial institutions and enterprises with services
such as transfer and disposal of non-performing assets, debt
restructuring, investment management, financing innovation.

Hanhua Financial Holding Co., Ltd.
MESEZERBERIE

BESIEROARAA([(BESE] -
(& - [AF X [EXAT ] FEREK
BRralx&E@] &M (BHR
5% :3903) 2004F RIS N EE - 20144
EEEBERGMERRAI([BBEX
Frl)BETHR Em - BEREEKTRmE
ER RERT oREEEBES X
B £2023F K A& M E R46 T
BEE131.6EITL FEETIIEIT K
VES RFEBKEBEAETEBIBSI,000E
T RBRNHMEERFP208BER AA
BEFE20088F -

ERER- BEREERRHER LA
(IMBEER]) KT R2009F @ T E A
B5EIL-ELEERABIRSLEIE K
B ¥ 2= BT RAA+ - B E2023F K »
FAEEMOEL RFHEREE1,00018
T 2EREP N EBBSER -

TREEEE-2017F BEIEBA
77 B {b 3 3 R AKX L FE B AR1018 T Y
BEAE _FMWHTEEERRR-—EE
ELTREEEERARAB(IBERE
El) BXEEIREE BHZ2E 5
TREBREXERTREEERRGE
BEBEHE REEHE BUBRIFFRYE -



Commercial banking. Chongqging Fumin Bank Co., Ltd. (“Fumin
Bank”), a private bank established in 2016 with Hanhua Financial
as the lead promoter, is owned as to 30% by Hanhua Financial, its
largest shareholder. Fumin Bank is the first private bank normally
approved by the government. In line with its mission of “supporting
micro businesses & helping startups and enriching the people &
prospering the country”, Fumin Bank is committed to better serving
micro and small-sized enterprises, agricultural industry, rural areas
and farmers as well as innovative startups by innovating the service
methods and business models of digital inclusive finance. Since
its establishment, Fumin Bank has developed a series of digital
featured products such as Fumin Bao, Fuyi Loan and E-Bills Quick
Discounting to cater to the needs of SMEs, which was recognized
by the People’s Bank of China and well-received among customers.
As at the end of 2023, Fumin Bank had total assets of RMB60.42
billion, with its financial services benefiting more than 10 million
customers, and recorded total comprehensive income of RMBO0.49
billion in 2023.

Corporate Overview
YNGIE S

R&ERT-2016F HESITFHRLRR
VYRERT-EEERBITRMERA
AI([ER®BIT]) BESIZTRFRKI0%
BEE—ARR - BREB|BITETEMALFL
ME-—RRERT -5 RIB|ITU[ERBB)
B BREH| BHEG BREHERE N
W-ZRMAHAE HRETLTESH
# Ak % 77 =\ A0 2 7548 1 B BT o AR SZ LA 2R
ERBTEEFR I EREFPFTR FHE
HTERE 258 ETZEREGRRE
HFERFEER XHRTAEATHMER
RO B E2023F K ERIBITEER
¥604.218 70 - 25T AREE 81,0008
EREE KRG ETEA9ETT-

Annual Report 2023
“EC=FFR

3



Corporate Information

NEEHR

EXECUTIVE DIRECTORS

Mr. Zhang Jun (Chairman)
Mr. Zhang Guoxiang
Mr. Cui Weilan

NON-EXECUTIVE DIRECTORS

Ms. Liu Jiaoyang
Ms. Liu Tingrong
Ms. Wang Fandfei
Mr. Feng Yongxiang
Mr. Liu Bolin

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Cao Ziwei
Mr. Li Wei

Mr. Hu Yuntong
Mr. Xu Hongcai

SUPERVISORS

Mr. He Zhonghua

Mr. He Yu

Ms. Huang Hui (Election on 15 December 2023)

Mr. Chen Zhonghua (Resigned on 15 December 2023)

AUDIT COMMITTEE

Mr. Hu Yuntong (Independent Non-executive Director) (Chairman)
Ms. Liu Jiaoyang (Non-executive Director)
Mr. Li Wei (Independent Non-executive Director)

NOMINATION AND REMUNERATION COMMITTEE

Mr. Cao Ziwei (Independent Non-executive Director) (Chairman)
Mr. Zhang Guoxiang (Executive Director)
Mr. Xu Hongcai (Independent Non-executive Director)
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STRATEGIC INVESTMENT COMMITTEE

Mr. Li Wei (Independent Non-executive Director) (Chairman)
Mr. Zhang Guoxiang (Executive Director)
Mr. Cui Weilan (Executive Director)

RISK MANAGEMENT COMMITTEE

Mr. Cui Weilan (Executive Director) (Chairman)
Mr. Zhang Guoxiang (Executive Director)
Ms. Liu Tingrong (Non-executive Director)

COMPANY SECRETARY

Mr. Ren Weidong

AUTHORIZED REPRESENTATIVES

Mr. Cui Weilan (Executive Director)
Mr. Ren Weidong (Company Secretary)

REGISTERED OFFICE AND PRINCIPAL PLACE
OF BUSINESS IN THE PRC

6-9, Building 2, 11 East Honghu Road
Yubei District
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PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Rm 1207, 12/F, ICBC Tower
3 Garden Road, Central
Hong Kong
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Corporate Information

NEEHR

HEAD OFFICES IN THE PRC

1st Floor, Building A, No. 2 Fortune Tower
No. 15 Caifu Avenue

Chongging

PRC

and

No. 1 Beizhong Street
Inner Dongzhime
Dongcheng District
Beijing

PRC

H SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
17M Floor, Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

PRINCIPAL BANKERS

China Construction Bank Corporation (Headquarters)
No. 25 Financial Street

Xicheng District

Beijing

PRC

China Merchants Bank Co., Ltd. (Headquarters)
No. 7088 Shennan Boulevard

Futian District

Shenzhen

Guangdong Province

PRC
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Corporate Information

NEER

AUDITOR B ELED

KPMG EEHGTMELT
Public Interest Entity Auditor registered in accordance with the BB ER B IEG) T a i
Financial Reporting Council Ordinance DEN = EBZEA
Certified Public Accountants HE DA
LEGAL ADVISOR TO THE COMPANY AQAEEER
Jones Day MEBRBEEEBM
COMPANY'’S WEBSITE NG
www.hanhua.com www.hanhua.com
STOCK CODE [ &vigad i
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Financial Summary

M=

(Expressed in RMB million, unless otherwise stated) ([ 5B FERA4) -

RARBBEETTIIR)

For the year ended 31 December

BZ12A31ALEE
2023 2022 2021 2020 2019

2023F 20224F 20214 20204 2019
Operating results REEE
Operating income ZEWA 504.7 601.5 858.2 1,154.0 1,246.8
Profit before taxation A 57.2 109.5 164.1 303.4 4226
Net profit 5 23.8 52.0 112.3 208.0 293.0
Assets and liabilities EEREE
Total assets BEBE 13,162.4 11,483.6 12,357.1 14,863.6 17,526.5
Total liabilities aEmRE 5,230.8 3,514.0 4,319.8 6,766.7 9,613.9
Net assets BEFR 7,931.6 7,969.6 8,037.3 8,096.9 7,912.6
Profitability indicators BREIEE
Pre-tax profit margin® HBIF =0 11.3% 18.2% 19.1% 26.3% 33.9%
Net profit margin® FHEER 4.7% 8.6% 13.1% 18.0% 23.5%
Return on average total assets® FHBEERRRY 0.2% 0.4% 0.8% 1.3% 1.6%
Return on average shareholders’ equity® PR R iz B & 0.3% 0.6% 1.4% 2.6% 3.7%
Notes: R

(1) Profit before taxation divided by operating income.

(2)  Net profit divided by operating income.

(8) Net profit divided by average balance of total assets as at the

beginning and end of the year.

(4)  Net profit divided by average balance of shareholders’ equity as at the

beginning and end of the year.

(5) To facilitate comparison, some historical figures are restated on new

calculation basis or logic.

Hanhua Financial Holding Co., Ltd.
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The year 2023 marked the first year for the implementation of the
guiding principles of the 20th CPC National Congress and the
initiation of a new journey to build China into a modern socialist
country in all respects. General Secretary Mr. Xi Jinping proposed
the economic and financial ethics of “improving people’s livelihood
and wellbeing and balancing righteousness and benefits”,
emphasizing the importance of "doing a good job in the areas
of technology finance, green finance, inclusive finance, pension
finance, and digital finance," which points out the direction for
building China into a financial powerhouse under the new situation.

In 2023, Hanhua Financial and its business segments made steady
and concerted efforts to achieve significant results in various tasks
by aligning with the national strategies on developing the Chengdu-
Chongging Economic Circle, the New Western Land-Sea Corridor,
the Yangtze River Economic Belt and a financial center in the
western region.

In terms of our digital services segment, we applied artificial
intelligence, big data, blockchain and other technological means
and built upon our financial technology (“fintech”) system and
digital risk control model to cater to the needs of downstream
customers and provide standardized, automated and batch-
based fintech services for MSMEs and individual customers in
specific transaction scenarios and industrial chains, which received
good market response. In 2023, the balance of the business was
RMB20.8 billion, representing an increase of 23%. Our electronic
guarantee products effectively reduced the transaction costs of
market entities, reduced the burden of small and medium-sized
enterprises, boosted the vitality of market entities, and improved
transaction efficiency. By the end of 2023, Hanhua’s electronic
guarantee business has been put into operation in 290 urban
public resources trading centres in 27 provincial-level administrative
regions across the country, with the largest coverage rate in the
country, providing support to more than 50,000 MSMEs.

Chairman’s Report
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Chairman’s Report

ESERME

Jinwei Technology has built the "Fast Guarantee" trading platform,
with over 100 contracted channels. Through this platform, banks
have issued performance guarantees of more than RMB100
million, earning the platform high recognition for its efficiency and
supporting small transactions. Committed to serving finance with
technology, the Company has established a consumer-facing
content distribution platform, laying a foundation for Hanhua
Financial to build a ten-billion-level digital retail technology platform
in the future.

In terms of our digital finance segment, Fumin Bank managed
to maintain stable profitability amid an unfavorable complex market
environment and recorded a comprehensive income of RMBO0.49
billion in 2023.

Fumin Bank’s total assets exceeded RMBG60 billion, indicating that
its comprehensive strength has been significantly enhanced. Fumin
Bank has made substantial progress in strategic upgrading, seen
initial results in its business restructuring, and achieved phased
results for its digitalization.

In terms of our financial asset management segment, Fu'an
Asset seized the opportunities to develop the business relating
to personal loans’ non-performing assets (NPL), quickly adjusted
its strategic planning and innovated the “co-investment” business
model. Thanks to these efforts, Fu’an Asset holds a market share
of over 30% in the non-performing personal loan business of
local asset management companies, and leads the industry in the
acquisition and disposal of personal loans.

Looking ahead in 2024, we will continue to uphold the financial
philosophy of “balancing righteousness and profits and putting
righteousness first”, build a solid foundation for the development
of digitalized technology finance and ecological industrial finance,
and further explore new models and paths for financial services to
support the real economy in the digital era.

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

BUSINESS REVIEW

In 2023, the Group continued to promote digital transformation
and gradually achieved five major targets on data-based business,
standardized products, online operation, intelligent processes and
three-dimensional services. It continued to consolidate and enhance
our competitiveness in the inclusive finance sector, laying a sound
foundation for rapid and sustainable business growth in the future.
Based on our digital transformation strategy, the Group’s operations
are divided into four business segments, namely the digital services
segment, the digital finance segment, the capital investment and
financial asset management segment and the others segment.

DIGITAL SERVICES SEGMENT

The digital services segment, building upon our financial technology
system and digital risk control model, provides standardized,
automated and batch-based fintech services for MSMEs and
individual customers in specific transaction scenarios and industrial
chains, mainly including electronic bid guarantee, and micro
and small-sized businesses (“MSB”) targeted fintech information
services. The profit before tax of the digital services segment in
2023 amounted to RMB47.1 million, representing a decrease of
RMB111.9 million or 70.4% as compared with RMB159.0 million
in 2022. The decrease was mainly due to the followings: () The
National Development and Reform Commission, along with multiple
other departments, jointly issued the Notice on Improving the
Transaction Guarantee System for Tendering and Bidding to Further
Reduce Tendering and Bidding Transaction Costs (the “Notice”) on
6 January 2023, in response to the policy requirement within the
Notice to “further lower tendering and bidding transaction costs”.
Meanwhile, in order to enhance the competitiveness of the Group’s
electronic bid guarantee products and strengthen its leading
position in the market, the Group proactively adjusted the fee rates
of the electronic bid guarantee products and provided various
preferential measures for customers, resulting in a decrease in the
net guarantee income from the electronic bid guarantee business; (i)
in view of the macroeconomic situation, the Group’s MSB targeted
fintech information services adopted a prudent business strategy,
which slowed down business development and the commission
income from credit consulting services decreased accordingly.

BEREN WD

E 3 3E1) -4

2023F AEBEBEHEHFTHEMNT
B B EREFHE/NL  ERZEL-
RER B RS BB LELER
AEEZE BEMEARMELTESHE
BNBEFN AAREBEREFEEER
BEERINER EBEHFT(LER B
AREBMEEHRDKEORESLD B o5
EEFTERBELSH HFLemast-&
AEERGREEEEBUAREMD

o
BFRBEDE

YFERESBUAEENSREIR X
GMETILRZERNABER AETX
S5 EFEENOPNIECERBAR
FREZEL - 88t HELN ST
FR#% FERREETFRERE NS
BB EERB X 2023F  #HF
R D EMATFEAARBATAEE L
B2022F B AT F EARB159.05 8Bt
WA AREII1.9BE L KIB70.4%
FERR: (IBERERIXEZEZIHM
R2023F1A6H EKRENET (ERTE
BERERSERNEE - THREREZ
WREZSGKARBM) ([ CGBH) 1)
BTERE GRBA) R I#E—PRERBEFE
BERXRZEAINBRESR AR BT IE
BAEEETFRERHUERNBEFE NI
BEEETBBLMA NEBTHHAE
ETREREHEEMREER BREFREHEZ
EERER UWHETEREZREERE
RFWATR: (WREBRETE A%
E et EE e REESENEE
R EREE  EHERME ARSI
c2 ON a3

Annual Report 2023
“EC=FFR

11



12

Management Discussion and Analysis

BT W AT

Digital services segment - Credit guarantee - Business
expansion and products

The credit guarantee business of the digital services segment,
targeting business opportunities in connection with transaction
scenarios and industrial chains, uses cutting-edge technologies
such as artificial intelligence, big data, cloud computing and
blockchain to build an “Internet + Supply Chain” inclusive financial
service platform serving the financial needs of upstream and down-
stream core enterprises and entities in each link of the industrial
chains, with a view to providing convenient, efficient and diversified
integrated financial services for supply chain enterprises, especially
MSMEs. Customers only need to submit their applications through
the client terminal, and the intelligent risk control system will
automatically and quickly assess whether such applications are
qualified through artificial intelligence, big data and other technical
means, thereby reducing operational risks while reducing labor
costs and improving efficiency.

The following table sets forth the key performance indicators of the
credit guarantee business of the Group’s digital services segment
as at the dates indicated:

BFLBRBESB-FRARR-EBARE
REM

BFrERBOBEREREHUAR 55
R EFXBER/REBUOAH ERAILE
B ABUE - ERTE - BIRES DGR
B@EZLEEETHE RBFEETE
BEEXBESRONERE R TET
[ERE+HER] EE2RRBTE B
WRRHERELGELERP/NREERE
HEE S TN —BILEEERIR
B-BPERBBEPHREIEMBR
DHeRREHAABEATER A&
BERMFRABREFHELEE
WA TIRER R RIEFFEE T AT
RITTHE-

TREINRFARABRAEERFCRY
DEEREREREBHBRERER

As at 31 December

B Z12A31H
2023 2022 Change
2023%F 2022%F &

(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREBFRAIN UAREBETTIT) ] ] ] F2H %
Product distribution of outstanding guarantee:  ERBERER DM :

Financing guarantee MEER 242.4 98.2 144.2 146.8
Non-financing guarantee IR EER 20,768.1  16,857.1 3,911.0 23.2
Total outstanding guarantee balance ERBEAET 21,010.5 16,955.3 4,055.2 23.9
Balance of provisions for guarantee losses EREEEESHE 35.6 31.0 4.6 14.8
Provision rate!! BER0 0.2% 0.2% - -
Note: PR

(1) Balance of provisions for guarantee losses divided by the outstanding
guarantee balance.

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

The financing guarantee business of the digital services segment
includes bank financing guarantee and other non-bank corporate
financing guarantee. As at 31 December 2023, the outstanding
guarantee balance of financing guarantee business of the digital
service segment was RMB242.4 million, representing an increase of
RMB144.2 million or 146.8% as compared with RMB98.2 million as
at 31 December 2022.

The non-financial guarantee products of the digital services segment
mainly include electronic bid guarantees. The electronic guarantee
platform developed by the Group for bidding and procurement
have been put into operation in 290 urban public resources trading
centres in 27 provincial-level administrative regions across the
country. As at 31 December 2023, the outstanding balance of non-
financing guarantee business of the digital services segment was
RMB20,768.1 million, representing an increase of RMB3,911.0
million or 23.2% as compared with RMB16,857.1 million as at 31
December 2022.

Digital services segment - Credit guarantee - Risk
management and assets quality

The following table sets forth key asset quality indicators of credit
guarantee business of the digital services segment as at the dates
indicated:

BEREN WD

HTERB O BREEREBBIERT
ERmERERMEMIFBTEEERE
ER-EHZE2023F12A31H  BF(R
BOHBEEREFERBEAEARE
242 ABE T 202212 A31 B AR5
BMAR®I2BEE L EINARKE144.2

e —

A& #iE146.8% °
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RIETT - H 22023F 12 A31H #lF (b
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20,768. 1B B JL ' 820224 12A31H &
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BFELREIB-FEARR-BEARER
REEEE
TRFINRARBBEHFIRSE D BE
RERXGERABREELERT:

For the year ended 31 December

HE12A1ALLEE
2023 2022 Change
20235 2022 &
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEFEN UARBEETLIR) & b G B %
Default rate!! REXO 0.03% 0.01%  0.02 ppt -
B
Default payments EHNH 12,9 6.6 6.3 95.5
Guarantees released FERRBR IR 48,885.8  49,699.5 (813.7) (1.6)
Note: PRE:

(1)  Default payments made on behalf of defaulting clients divided by the
amount of guarantees released.

(1) RENFEFPENBEBRAERRERSR-
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Management Discussion and Analysis

BT W AT

The default rate of credit guarantee business of the digital
services segment remained at low levels, which was mainly
due to the followings: (i) the guarantee products of the digital
services segment are developed and designed based on the
upstream and downstream industry chains of core enterprises
and specific transaction scenarios, and the flows of goods and
funds in transaction process are monitored by means of digital
technology; and (ii) the guarantee business of the digital services
segment features a large number of individual transactions in small
amounts, which helps reduce risk concentration. Furthermore, we
have accumulated extensive experience in serving a wide range of
MSMEs over the years. In particular, we have established a sound
system for risk warning, risk control and risk mitigation, and further
improved our risk control level through digital technology.

As at 31 December 2023, the provision rate of credit guarantee
business of the digital services segment was 0.2% (31 December
2022: 0.2%), which was maintained at an appropriate level.

Digital services segment - MSB targeted fintech
information services

MSB targeted fintech information services is mainly credit consulting
business, which refers to the Group’s provision of credit consulting
services to financial institutions such as external partner banks by
leveraging its accumulated experience, capabilities and strengths in
micro and small loan services, and relying on its intelligent fintech
capability, using customized technology and financial services as
means, including assistance in obtaining clients, standardized risk
assessment services and post-loan management service, whereby
we charge external partner financial institutions credit consulting
services commission; while external partner financial institutions
conduct independent evaluation on small and micro customers
based on their own understanding of small and micro customers
and risk tolerance, and make independent decision about whether
to provide services.

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

In the course of cooperation with various financial institutions,
both parties share information, exchange resources, and give full
play to their resource and technological advantages, with a view
to jointly provide comprehensive financial services to small and
micro customers. The Group’s strengths lie in its risk awareness
and experience built on serving customer groups over the 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.

As at 31 December 2022 and 31 December 2023, the Group’s
balance under management of the credit consulting business was
RMB4,129.1 million and RMB3,478.2 million, respectively.

DIGITAL FINANCE SEGMENT

The digital finance segment provides offline financing products and
guarantee services for MSMEs and individual customers through
our financing guarantee and financial factoring companies, mainly
including bond guarantee, performance guarantee, small business
lending and receivables factoring. This segment also covers the
Company’s equity investment in commercial banking. In 2023, the
digital finance segment recorded profit before tax of RMB155.0
million, representing an increase of RMB14.8 million or 10.6% as
compared with RMB140.2 million in 2022. The increase was mainly
due to: () an increase in net interest and handling fee income with
the continuous expansion of the scale of the Group’s small business
lending; (i) a remarkable increase in share of profits of associate
recognized with the continuous increase in revenue and net profit
of Fumin Bank; and (i) less provisions for impairment losses as
compared to that of 2022 following the stabilization of asset quality
of the various businesses of the digital finance segment.

Digital finance segment - Credit guarantee - Business
expansion and products

In order to meet the various guarantee service needs of individual
customers, the credit guarantee business of the digital finance
segment designs the optimal solution for each customer based on
the customer’s own characteristics. Thus such solutions vary in loan
amount, loan term and counter-guarantee measures from customer
to customer, and are subject to consideration and approval of
the review meeting at corresponding level. The credit guarantee
business of the digital finance segment includes traditional financing
guarantee, bond guarantee and project performance guarantee.
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The following table sets forth the key performance indicators of the
credit guarantee business of the Group’s digital finance segment as
at the dates indicated:

TREINRFARABRAEEHF LS R
DEEREREREBHBRERKER

As at 31 December

HZ12A31H
2023 2022 Change
2023%F 20224 &

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

(REBEFHN UARBEETIITR) ] Al Al B2k %

Product distribution of outstanding guarantee: ERBEZER DM :

Financing guarantee MEER 9,562.8 134115  (3,848.7) (28.7)
— Traditional financing guarantee —BHRREER 2,7784  2,587.3 191.1 7.4
- Bond guarantee —BEHER 6,784.4 10,8242  (4,039.8) (37.3)

Non-financing guarantee EREER 3,046.7  3,777.4 (730.7) (19.3)

Total outstanding guarantee balance ERBEE 12,609.5 17,1889  (4,579.4) (26.6)

Balance of provisions for guarantee losses EREEEEEHE 77.9 99.1 21.2) (21.4)

Provision rate BEx 0.6% 0.6% - -

As at 31 December 2023, the outstanding guarantee balance
of credit guarantee business of the digital finance segment was
RMB12,609.5 million, representing a decrease of RMB4,579.4
million or 26.6% as compared with RMB17,188.9 million as at
31 December 2022, mainly due to a decrease in the outstanding
balance of bond guarantee business following the successful
release of certain bond guarantees upon maturity.

Hanhua Financial Holding Co., Ltd.
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Digital finance segment - Credit guarantee - Risk
management and assets quality

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

BEREN WD

HFeemoB-FRER-ARER
REEEE

TERFIRARABBHEF TR BE
RERXGERBAREELERT:

For the year ended 31 December

BZ12A31ALEE
2023 2022 Change
20235 20224 )
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEFEN UARBEELIR) &8 a1l a1l B %
Default rate REX 0.4% 0.3% 0.1 ppt -
B
Default payments EHNR 48.3 44.6 3.7 8.3
Guarantees released BERIRER 13,376.6  13,076.4 300.2 2.3

In 2023, the total default payments paid for defaulting clients
of credit guarantee business of the digital finance segment was
RMB48.3 million, representing an increase of RMB3.7 million or
8.3% as compared with RMB44.6 million in 2022. In 2023, the
default rate of credit guarantee business of the digital finance
segment was 0.4% (2022: 0.3%). The default rate of credit
guarantee business of the digital finance segment remained stable.

We have always adhered to a prudent valuation system and made
adequate provisions for outstanding credit guarantee business.
As at 31 December 2023, the provision rate of credit guarantee
business of the digital finance segment was 0.6% (31 December
2022: 0.6%).
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Digital finance segment — Small business lending BFtemoP - N EEER
AEEHFTLEBROBRERF/NDE
ERFERNCEEFAREEEAEMLE
& HF K -E E2023F12A318 K~ £ #
T e N ECEERBBAEAR
#2,861.2H 8 T (2022F12A31H :
ARMB1,916.7TEE L) - 2023F - K&
B NEERFHFEL FI.3% (2022
F:49.4%) o

The Group’s digital finance segment provides small business lending
to meet the individualized funding needs of a wide range of SMEs.
As at 31 December 2023, the balance of small business lending of
the Group’s digital finance segment was RMB2,861.2 million (31
December 2022: RMB1,916.7 million). In 2023, the average interest
rate of the Group’s small business lending was approximately 9.3%
(2022: approximately 9.4%).

TREH R AR B B E R DS 6
@O/ NEEERBRED M

The following table sets forth an analysis of the balance of small
business lending of the digital finance segment by risk exposure as
at the dates indicated:

As at 31 December

B Z12A31H
2023 2022
20235 2022%F
(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total

(BRBERI UARERETLIIR)

28 REY

T 1hEE%

Not more than RMB5 million ARERBEETUA 71.0 25 53.9 2.8
Above RMBS5 million but not more ARBERAEETNALER

than RMB10 million ARB—TETL 108.8 3.8 91.4 4.8
Above RMB10 million but not more ARB—TETLU LR

than RMB30 million ARE=TER 589.2 20.6 459.5 24.0
Above RMB30 million but not more ARB=FETU LR

than RMBS50 million ARBERTETT 606.9 21.2 512.2 26.7
Above RMB50 million ARBRETETNE 1,485.3 51.9 799.7 417
Total =L 2,861.2 100.0 1,916.7 100.0

Hanhua Financial Holding Co., Ltd.
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The following table sets forth a breakdown of the remaining maturity
profile of small business lending of the digital finance segment as at

the dates indicated:

(Expressed in RMB million, unless otherwise stated)

BEREN WD

TREIRNARABRBF DN
EEERFERD BB MHIFR

As at 31 December

HZE12A31H
2023 2022
2023%F 20224
Amount % of total Amount % of total

(BBEFHAN UARBEELIITR) SHE  1HEEY% EE HEFE%
Past due or due within six months B R #g 8 A AR E H 150.8 5.3 385.0 20.1
Due after six months but within one year ANEAARE—FEIH 226.3 7.9 314.4 16.4
Due after one year but within two years —FEMTFHH 2,385.7 83.4 1,119.0 58.4
Due after two years WA LA BIE 98.4 3.4 98.3 5.1
Total &3t 2,861.2 1000  1,916.7 100.0

The following table sets forth a breakdown of collaterals obtained
by small business lending of the digital finance segment as at the

dates indicated:

TREINARABBEF D AN
CEERERNBEERY D MAEBER

As at 31 December

#Z12A31A
2023 2022
20235 20226
(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
(REEHHAN UARBBEELIT) 28 HEE% B2 EE%
Credit loans ERER 25 0.1 - -
Guaranteed loans REER 2,777.6 97.1 1,811.3 94.5
Secured loans EHER 81.1 2.8 105.4 5.5
- Buildings and land -FERTH 76.1 2.7 90.4 4.7
- Receivables and equity interests — RS R 3R T e 4.0 0.1 4.0 0.2
- Others —Hft 1.0 - 11.0 0.6
Total a5 2,861.2 100.0 1,916.7 100.0
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The following table sets forth the key assets quality indicators of
small business lending of the digital finance segment as at the
dates indicated:

TRENEBEEZMTBEHRBFESRD A
NEEEFNBEREEEEER:

As at 31 December

B Z12A31H
2023 2022 Change
2023% 2022 &%)
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BEBHERAMN UAREFETLIIR) 2 Al kAl Bk %
Balance of small business lending NMEEBRERE 2,861.2  1,916.7 944.5 49.3
Balance of provision for impairment losses EERBEERS 167.3 125.6 417 33.2
Provision rate! BEEo 5.8% 6.6% (0.8 ppt -
BOE)
Provision coverage rate? BEEEXO 191.6% 147.2%  44.4 ppt -
B
Balance of overdue small business lending BENCEETRBE 134.3 130.8 35 2.7
Proportion of overdue small business lending® #H#i/N > 2 E L 4.7% 6.8% (2.1 ppt -
B E)
Balance of impaired small business lending ~ 2RE/NCEEFT S 87.3 85.3 2.0 2.3
Proportion of impaired small business lending ZR{E/ N2 E FEREEE W 3.1% 45% (1.4 ppt -
B
Notes: AR

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

(2) Balance of provision for impairment losses divided by the balance of
impaired small business lending. Provision coverage ratio represents
the Group’s level of provision for potential losses on the small business
lending portfolio.

(3) Balance of overdue small business lending divided by balance of small
business lending.

An overdue small business lending is a small business lending the
whole or part of whose principal or interest is overdue for 1 day or
more.

This definition applies to all capital businesses of the Group, including
small business lending, receivables factoring, finance leasing and
micro and small loan business.

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

(4) Balance of impaired small business lending divided by the balance of
small business lending.

For the capital businesses, the Group monitors risk exposure in loan
and advance groups according to the Guidelines for Risk Classification
of Loans issued by the China Banking and Insurance Regulatory
Commission and applies the loan risk classification method. Loans and
advances fall into five categories by risk exposure, namely, Normal,
Special Attention, Substandard, Doubtful and Loss. The last three
categories are considered impaired. Where one or more events provide
objective evidence of impairment, the loan and advance in question
are considered impaired. The provision for impairment of loans and
advances is assessed in on a group or individual basis.

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. In
assessing loss, the Group usually considers the value of collaterals and
future cash flow.

This definition applies to all capital businesses of the Group, including
small business lending, receivables factoring, finance leasing and micro
and small loan business.

The Group uses the expected credit loss (“ECL”) model to calculate
the provision for impairment loss of small business lending in
accordance with HKFRS 9 Financial Instruments (‘HKFRS 9”). As
at 31 December 2023, the provision for impairment loss of the
Group’s small business lending amounted to RMB167.3 million (31
December 2022: RMB125.6 million).

Digital finance segment - Receivables factoring

The Group’s receivables factoring business requires clients to
provide their accounts receivables or commercial acceptance
bills as collateral for cash advances granted to them to meet their
financing needs. As at 31 December 2023, the balance of the
receivables factoring business was RMB621.4 million, representing
an increase of RMB185.7 million or 42.6% as compared with
RMB435.7 million as at 31 December 2022.
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Digital finance segment - Commercial banking

The Company and six other domestic institutions jointly established
Chongqging Fumin Bank Co., Ltd. in 2016. The Company
contributed RMB900.0 million to the equity capital of Fumin Bank
in exchange for its 30.0% equity interest and became the largest
shareholder of Fumin Bank. As at 31 December 2023, Fumin Bank
had total assets of RMB60,418.0 million (31 December 2022:
RMB54,874.3 million) and total liabilities of RMB55,732.5 million
(81 December 2022: RMB50,676.2 million). In 2023, Fumin Bank
achieved the total comprehensive income of RMB487.5 million
(2022: RMB314.5 million).

CAPITAL INVESTMENT AND FINANCIAL ASSET
MANAGEMENT SEGMENT

This segment provides capital investment services to selected
SMEs with growth potential and value by utilization of the
Company’s own funds and funds raised through cooperation with
external institutions, and includes partnership with banks and other
financial institutions to carry out non-performing asset management
business. In 2023, the profit before tax of the capital investment
and financial asset management segment was RMB21.2 million,
representing a decrease of RMB14.6 million or 40.8% as compared
with RMB35.8 million in 2022, mainly due to the decrease in share
of profits of associate.

Capital investment 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 industry funds established by
government authorities at any levels and listed companies. As at 31
December 2023, the Group has successfully established 6 Funds
(81 December 2022: 7) with external investors, raising a total of
RMB594.1 million (31 December 2022: RMB644.1 million).

Hanhua Financial Holding Co., Ltd.
MESEZERBERIE

HF LMo M -RERT

20164 * AR A HEE RN REE LR
BREIVEEERBRITRMDER QA -
AAalEERIEBITRELE ARK00.0
A& EREHI30.0% AERIRITE
— AR E-H £2023F12A31H B8R
RITEEHLEAARK0,418.08E T
(2022128318 : AR¥54,874.36H 8
L) BEHBEAARESS7325HEB T
(2022F12A31H : AR¥50,676.28 &
JC) 0 2028F B RIBITEFRGZ ARG
BARMK487.58 B L (2022F : AR
3145B5E7T) °

EXRENEMEEEEDH

FEBEES URBBEINTEES
EEEEs MAARKEEZHMNERE
BEMNEFEF I NCEREBEALERS
UREBITESREBEIERRTRE
EEMER 2023F EAKEL SR
EEEESBRAFNBAEARKE21.28
BT B2022F AR#35.865 8L %
ARBE146BEE L FRIE40.8% T ER
PE AR TR

BERREXH

FEeHEETHE AEBEHEEERRE
RN ER NI L E 2 S REUT
FTTRRRIMEEXEESAEE UES
MEAEEE R -#H E2023F12 A31
H AEEBEHRNEINBHREEEERK
TR ES (20225F12A31H 7R
AEfEEE e HF ARKM41BETT
(2022F12A31H: AR¥644.18 &
JL) °



Management Discussion and Analysis

In terms of capital investment, the Group provides capital
investment services in small amounts to SMEs in its existing
customer base that are among the top in their own industries and
with stable management teams and sound growth potential. As
at 31 December 2023, RMB1,116.3 million was used for equity
investments (31 December 2022: RMB1,125.7 million) to obtain
long-term return on capital appreciation. On the other hand, in
order to effectively use idle capital to enhance capital returns,
RMB59.6 million was used for debt investments (31 December
2022: RMB84.4 million) to obtain stable returns.

Financial asset management

The Group’s financial asset management business was mainly
conducted by Liaoning Fu’an Financial Asset Management Co., Ltd.
Fu’'an Asset is the first mixed-ownership financial asset management
institution in Liaoning Province. Since its establishment, Fu’an
Asset has gradually built a sound organizational structure and a
professional asset management team, with its operations growing
steadily. As at 31 December 2023, the net amount of the non-
performing assets acquired by the Group was RMB2,203.4 million
(31 December 2022: RMB1,068.6 million). The non-performing
assets acquired by Fu’an Asset are from financial institutions and
nonfinancial institutions, mainly comprising bank loans, entrusted
loans and accounts receivable.

OTHERS SEGMENT

This segment represents the managerial functions of the
headquarters and other business lines and operational results that
cannot be completely categorized into any of the above segments.
In 2023, this segment recorded loss before tax of RMB166.1
million, representing a decrease of RMB59.4 million or 26.3% as
compared with the loss before tax of RMB225.5 million for 2022.
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With the objective of “integrating functions and enhancing
efficiency”, the Group has continuously strengthened the integration
of various functions, especially the mid-and-back offices, to
enhance operating efficiency and reduce operating costs. All
business segments and their branches focus on customer
development and risk management, while the headquarter focuses
on the establishment of a unified service system covering human
resources, financial management, fund raising and utilization,
administrative services, and construction of the information system,
and provides targeted services to the business segments and their
branches.

Due to the impact of changes in the external market environment
and industry policies, as well as the Group’s business restructuring
and optimization of resource allocation in pursuit of a strategic
transformation towards digitalization in an all-round manner, the
Group’s micro and small loan business (i.e. the micro and small
loan business carried out by six small loan companies of the Group
registered in Chongging, Tianjin, Shenyang, Guiyang, Nanjing and
Shenzhen, respectively) has further shrunk. As such, the micro
and small loan business of the Group is included and presented
in the others segment. As at 31 December 2023, the balance of
the Group’s micro and small loan business was RMB252.0 million,
representing a decrease of RMB81.4 million or 24.4% as compared
with RMB333.4 million as at 31 December 2022. In 2023, the
average interest and handling fee rate of the Group’s micro and
small loan business was approximately 11.4% (2022: approximately
12.5%).

Hanhua Financial Holding Co., Ltd.
MESEZERBERIE

AEEABEES RAME ]| REZR
N 0 o BBt BE B P 0 EL 2 P 1R & Bl e E6
FIME S URTELSNE  REEZK
K- BXBOHEEDIXHBEETREE
REFHREERERE BHUTEHE
ARBYUR—NRBEEER BREALE
R UBER BEeEENER TTHR
B ERRAGERS LAHHEMAE
BomEED I HEBRMARS -

SN IIBRBEECANITERROTE
UEAEE2HEEEH T LEBER
FHAZEEEEE BLERIE A%
BN HMEEEE (N MEEEKEEH
AEBFBTMREE XE BB BB
FRARFIBASARNEERAGFAE
B/ NRERER) RBREE—F T %
ERl AEENMEEEBHFAELM
DET R o B E2023FE12A31H - KA &
E N HEEXBHREAARYK2205E
TT R EH E2022F12A31B /N MEE ¥
W ARKIBLEE L BPARE
81.4B & T [BI824.4% - 20235 - K&
BN EEEBFEHANBERFEERY
A11.4% (20224F 1 #912.5% ) °



Management Discussion and Analysis

The following table sets forth an analysis of outstanding balance
of micro and small loan business by risk exposure as at the dates
indicated:

BEREN WD

TREIIRNAR A BZE RO S 58
NEEESRED M

As at 31 December

HZ12831H
2023 2022
2023F 20224
(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
(BRERBEFHEN UARBEFEETLIIR) SH  EE% 28 hAEFE%
Not more than RMB100,000 AREA0ETTIAR 25 1.0 10.6 3.2
Above RMB100,000 but not more than ARBI0BTU LE
RMB500,000 ARES08E T 34.1 13.5 60.5 18.1
Above RMB500,000 but not more than ARBS08TTIA LR
RMB1,000,000 AREABETL 22,7 9.0 34.3 10.3
Above RMB1,000,000 but not more than ARBIBELULR
RMB3,000,000 AREIEET 47.3 18.8 43.9 13.2
Above RMB3,000,000 ARESEETLU L 145.4 57.7 184.1 55.2
Total GEll 252.0 100.0 333.4 100.0

The following table sets forth a breakdown of the remaining maturity
profile of micro and small loan business as at the dates indicated:

(Expressed in RMB million, unless otherwise stated)

TREIRNARA BN EEEBR G
BB E D MBI

As at 31 December

HZ12A31H
2023 2022
2023%F 20224
Amount % of total Amount % of total

(BREBEEEN UAREFEETLIIR) 2H  EE% 28 AEFE%
Past due or due within 3 months B E Hg =8 A R EI 136.9 54.3 217.5 65.2
Due after 3 months but within 6 months =@AAZENEAEH 64.3 25,5 81.4 24.4
Due after 6 months but within 1 year NEARZE—FEHH 19.9 7.9 13.6 4.1
Due after one year e 30.9 12.3 20.9 6.3
Total &t 252.0 100.0 333.4 100.0
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The following table sets forth a breakdown of collaterals obtained

by micro and small loan business as at the dates indicated:

N

BB R B ER
B

=
B
=
S
D
B

As at 31 December

EZ12A31A
2023 2022
2023% 20226
(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
(REERHAIN UARBBERLIT) 2H  EE% B 1A%
Credit loans ERER 12.8 5.1 13.4 4.0
Guaranteed loans REER 168.6 66.9 210.8 63.2
- Guaranteed by intra-group guarantors -~AEERARBHERALR 122.1 48.4 145.4 43.6
- Guaranteed by independent third parties —ABUE=HERAER 46.5 18.5 65.4 19.6
Secured loans FHEMERN 70.6 28.0 109.2 32.8
- Properties -FE 70.6 28.0 109.2 32.8
Total A% 252.0 100.0 333.4 100.0

The following table sets forth the key assets quality indicators of the

Group’s micro and small loan business as at the dates indicated:

oA g S B
G E

As at 31 December

B Z12A31H
2023 2022 Change
2023% 20224 &

(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(BREEFTAN UAREEETIIR) 28 a1 a1 B2 %
Balance of micro and small loans MIEE#E 252.0 333.4 (81.4) (24.4)
Balance of provision for impairment losses BERELEFSRE 57.1 68.7 (11.6) (16.9)
Provision rate!! Bx0 22.7% 20.6% 2.1 ppt -

BOH
Provision coverage rate? REBEEXO 184.8%  241.1%  (56.3 ppt -

Eaki)
Balance of overdue mirco and small loans B NIEERE 128.8 187.9 (59.1) (31.5)
Proportion of overdue mirco and small loans® B NEEEL 51.1% 56.4% (5.3 ppt -

B
Balance of impaired mirco and small loans BRENMUEERE 30.9 28.5 2.4 8.4
Proportion of impaired mirco and small loans® BRENEERBGLY 12.3% 8.5% 3.8 ppt -

B

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

Notes:

(1) Balance of provision for impairment losses divided by the balance of
micro and small loans.

(2)  Provision for impairment losses divided by the balance of impaired
micro and small loans. Provision coverage rate represents the Group’s
level of provision for potential loss of the micro and small loan business
portfolio.

(3) Balance of overdue micro and small loans divided by the balance of
micro and small loans. For the definition of “overdue micro and small
loans”, please refer to page 20 of this report.

(4) Balance of impaired micro and small loans divided by the balance of
micro and small loans. For the definition of “impaired micro and small
loans”, please refer to page 21 of this report.

The Group uses the ECL model to calculate the provision for
impairment loss of micro and small loans in accordance with
HKFRS 9. As at 31 December 2023, the provision for impairment
loss of the Group’s micro and small loans amounted to RMB57.1
million, representing a decrease of RMB11.6 million or 16.9% as
compared with RMB68.7 million as at 31 December 2022, mainly
due to the decrease of balance of micro and small loans business.

FINANCIAL REVIEW

Net guarantee and consulting fee income

The Group’s guarantee and consulting fee income was derived
from its financing guarantee business (mainly including traditional
financing guarantee and bond guarantee) and non-financing
guarantee business (mainly including project performance guarantee
and electronic bid guarantee). In 2023, the Group recorded
net guarantee and consulting fee income of RMB255.1 million,
representing a decrease of RMB82.2 million or 24.4% as compared
with RMB337.3 million in 2022, mainly due to the decrease in net
guarantee income from the electronic bid guarantee business.
The Group actively responded to the policy requirement within
the Notice to “further lower tendering and bidding transaction
costs”, and proactively adjusted the fee rates of the electronic bid
guarantee products and provided various preferential measures for
customers to enhance the competitiveness of the Group’s electronic
bid guarantee products and consolidate its leading position in the
market.
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Net interest and handling fee income

The following table sets forth the breakdown of the Group’s
net interest and handling fee income by products for the years

indicated:

MNERFEBEFRRA

TR AEEBEATFERERD
BOMSRFEEFWRARM:

For the year ended 31 December

BZ12A31ALEE
2023 2022 Change
2023F 20227 2g
(Expressed in RMB million, unless otherwise stated) Amount  Amount  Amount Percentage %
(BREFBEIN UAREBEELIIR) 28 ki 28 At %
Interest and handling fee income from REUTEENFER
FEBUA
Loans and advances to customers BHERRBK 191.2 150.4 40.8 27.1
Factoring business RIEBEB 36.7 63.3 (26.6) 42.0)
Cash at banks BAIFH 1.7 4.8 (3.1) (64.6)
Time and restricted bank deposits EREFINFHERRE S 44.9 45.0 (0.1) (0.2)
Credit consulting services commission income ERRBKEEKA 44.7 93.4 (48.7) (52.1)
Other interest and handling fee income HEuFERFEEKA 50.2 33.7 16.5 49.0
Total interest and handling fee income FERFEEWRAGT 369.4 390.6 (21.2) (5.4)
Interest and commission expenses REUATEENFER
arising from FEEYXH

Interest-bearing borrowings FEER (187.7)  (151.3) (13.6) (9.0)
Financial assets sold under repurchase agreements B BB EE (9.2) (8.5) 0.7 8.2
Commission expenses from micro and small loans ~ /MEEHAE S H (4.9) (9.3) (4.4) (47.3)
Other interest and commission expenses HF B kEeL T (33.6) (13.3) 20.3 152.6
Total interest and handling fee expenses FERFEELHE (185.4)  (182.4) 3.0 1.6
Net interest and handling fee income FERFHEEFHRA 184.0 208.2 (24.2) (11.6)

Hanhua Financial Holding Co., Ltd.
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In 2023, the Group recorded net interest and handling fee income
of RMB184.0 million, representing a decrease of RMB24.2 million or
11.6% as compared with RMB208.2 million in 2022. The decrease
was mainly due to the combined effect of the following factors:
() in 20283, the Group recorded increase in interest and handling
fee income from loans and advances to customers due to the
larger scale of small business lending as compared to 2022; (ii) the
interest and handling fee income generated from the receivable
factoring business decreased due to the reduction in the scale of
our receivables factoring business; (i) in view of the macroeconomic
situation, the Group’s MSB targeted fintech information services
adopted a prudent business strategy, which slowed down business
development and the commission income from credit consulting
services decreased accordingly; and (iv) in 2023, the scale of the
Group’s interest-bearing borrowings declined, as compared with
2022, the interest and handling fee expenses arising from interest-
bearing borrowings decreased.

Net trading gains/(losses)

Net trading gains/(losses) comprise changes in the fair value of
trading financial assets held by the Group and gains or losses on
disposal of financial assets. In 2023, the Group recorded a net
trading gain of RMB4.9 million (2022: a net trading loss of RMB17.9
million), which was mainly attributable to the gains from disposal of
financial assets by the Group.
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Other operating income, net

The following table sets forth the breakdown of other net operating
income of the Group for the years indicated:

(Expressed in RMB million, unless otherwise stated)

(REBEHIN MARBBETLIIR)

HiEEFERA

TREJAEEBRERMTFENEME
R

For the year ended 31 December

BZ12A31BLEE
2023 2022 Change
2023F  2022%F )

Amount  Amount  Amount  Percentage %

k¥ ] & TF B2t %

Commission income of insurance broker business HSSYNES T ON 12.2 22.9 (10.7) (46.7)
Commission expenses of insurance broker business R &4 AEBHS T H (11.1) (14.9) (3.8) (25.5)
Net gains on disposal of long-term equity investments & & £ 21k 1% & 2 U & 27.0 14.1 12.9 91.5
Government grants TR 6 B 20.1 20.2 (0.1) (0.5)
Dividend income B S A 6.4 12.6 (6.2) (49.2)
Rental income HEWA 8.3 7.9 0.4 5.1

Others HAh (9.5) 5.4 (14.9) (275.9)
Total a5 53.4 68.2 (14.8) 21.7)

The Group’s other operating income, net mainly included net
commission income of insurance broker business, gains on disposal
of long-term equity investments, government grants, dividends and
rental income. In 2023, the Group’s other operating income, net
amounted to RMB53.4 million, representing a decrease of RMB14.8
million or 21.7% as compared with RMB68.2 million for 2022.

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

Reversal for guarantee losses

The provisions for guarantee losses is an estimate of sufficient
provision for credit guarantee made by the Group based on the
asset quality of its guarantee portfolio and past experience. In the
process of digital transformation, the Group proactively adjusted the
structure of its credit guarantee business and vigorously developed
online standardized, automated, batch-based, and low-risk credit
guarantee products. In 2023, the Group reversed the provision for
guarantee losses of RMB16.5 million (2022: RMB192.0 million),
after a prudent assessment of the current risk profile of the Group’s
credit guarantee product portfolio, taking into account historical
records of default payments and recoveries with respect to the
Group’s credit guarantee business over the years.

Impairment losses

The following table sets forth a breakdown of the Group’s
impairment losses for the years indicated:

BEREN WD

BHOREREEEES

EREEEFESIEREASEEREA
CEEEERBALR HERAERE
HME RN BEHEKENGBT - AEE
EHFHEABERFTHAEEHER
E¥BERE KROBERELEEZEL - 8F
ft-tBOERRERERER &6
FEERASEEAERESERRER
B U1 - 2023F - KREEHE i F
ERERMASERKTZETEETGBE
EOERFBEEEES ARBI16.588 T
(2022%F : AR¥E192.08& L) °

BEERERX

TRFIAEERPIRFERERK
B4 -

For the year ended 31 December

BZ12A31ALEE
2023 2022 Change
20235 20224 )
(Expressed in RMB million, unless otherwise stated) Amount Amount Amount  Percentage %
(REEFEN UARBEELITR) &8 -l -l B %
Receivables for default payments FER B K 73.7 98.3 (24.6) (25.0)
Loans and advances to customers BRERRBT 43.0 137.6 (94.6) (68.8)
Receivables for factoring business FEWIRIB 3R 6.5 (5.0) 1.5 230.0
Others HAit 8.8 6.2 2.6 41.9
Total &5t 132.0 237.1 (105.1) (44.3)

In 2023, Group’s impairment losses amounted to RMB132.0
million, representing a decrease of RMB105.1 million or 44.3%
as compared with the impairment losses of RMB237.1 million for
2022, mainly due to the improvement of asset quality of the Group’s
various businesses and the effective recovery of non-performing
assets.

2023F AEBMEEREBRBLAAARE
132.08 B 7L B2022F FMEE KX AR
237 1B &L B ARKEI05.1BE T
FE1844.3% B RN A& B S IEEB
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Operating expenses

The Group’s operating expenses decreased by RMB83.9 million
or 16.5% from RMB509.8 million in 2022 to RMB425.9 million
in 2023. The decrease was due to a decrease in labor costs as
manual operations were reduced by the digitalization of business
amid the Group’s comprehensive digital transformation; and a
continuous decline in operating expenses resulting from the Group’s
ongoing efforts to implement cost optimization management
measures, reduce various non-essential expenses and refine costs
management.

Other net losses

Other net losses mainly represented losses on disposal of assets
arising from the sale of fixed assets or repossessed assets. The
Group disposed of idle properties and repossessed properties
to enhance its liquidity. In 2023, the Group’s other net losses
amounted to RMB6.3 million (2022: RMB39.7 million).

Share of profits of associates

The Group’s associates delivered admirable performance. In 2023,
the Group’s share of profits of associates amounted to RMB100.1
million, representing a decrease of RMB2.6 million or 2.5% as
compared with RMB102.7 million for 2022.

Income tax

In 2023, the Group’s income tax was RMB33.4 million (2022:
RMB57.5 million).

Net profit

As a result of the foregoing, the Group recorded net profit of
RMB23.8 million for 2023, representing a decrease of RMB28.2
million or 54.2%, compared to the net profit of RMB52.0 million
recorded for 2022.
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Management Discussion and Analysis

CAPITAL COMMITMENTS AND CONTRACTUAL
OBLIGATIONS

Capital commitments

As at 31 December 2022 and 31 December 2023, the Group had
no capital commitments.

Intra-group liabilities

As at 31 December 2023, the Company provided guarantee for an
aggregate of RMB860.8 million (31 December 2022: RMB875.0
million) of borrowings from specific institutions to subsidiaries of the
Group.

As at 31 December 2023, the outstanding guarantee balance of
the Group’s credit guarantee business was assumed by Hanhua
Guarantee, a subsidiary of the Group with financing guarantee
qualification, and its branches and subsidiaries.

As none of our credit guarantee subsidiaries has received any
capital contribution from any other legal entity of the Group and all
such subsidiaries are limited liability companies under the laws of
the PRC, the Company is liable for the debts of only one of such
subsidiaries (to the extent of the capital contribution of the Group).
Should any of our credit guarantee subsidiaries fail to pay any
contingent liability under an outstanding guarantee, the Group’s
liability under such outstanding guarantee will not have negative
impact on the business and performance of other entities of the
Group.

BEREN WD

EXRRERGNER

BRI

H E2022%F12 318 Kk2023F12 A31
B RNEBEESRNFEE-

SERQAREE

H E2023F12A318  AEEH B R 7
M ERENERBEEARKES0.888
7T (2022412 A31H : AR¥875.08 &
TL)EBAARRARIREER-

HE2023F12A31H AL EERHER
XBERBEBEYHAISEEHEEREER
EBEROMBRARBEEREES A
B T RAEE-

AR ERERMBARARAAEEANH
wEREEBRATNES MEZER
EROEBARYRTEDERETHNEAR
BEERFR ARMARFEH —KEMRE
RETBERANEBAEEE (ALXEH
BB ERR)  HERKEEEMERE
RIMBARKRERBITENKREREERE
THRERE AEERKEERERRA
THEESTEHAKREBATEMER
MEBREEEXNTREE -

Annual Report 2023
—Bo=EER

33



34

Management Discussion and Analysis

BT W AT

As at 31 December 2023, the outstanding balance of guarantees
provided by our credit guarantee subsidiaries for certain small loans
granted by our micro-credit subsidiaries was RMB122.1 million (31
December 2022: RMB145.4 million). Such small loans have been
included in the “loans and advances to customers” in the Group’s
consolidated financial statements, and the aforesaid amount was
not included in the balance of credit guarantee of the Group to
avoid duplicate computation and overestimation of the credit
risk exposure of the Group. Should any of such credit guarantee
subsidiaries be liquidated or become insolvent, these loans will
not be guaranteed and our relevant micro-credit subsidiaries
would be exposed to higher credit risk. As loans guaranteed by
credit guarantee subsidiaries are individually insignificant and
widely distributed, the Group believes any of these small loans
ceasing to be guaranteed by credit guarantee subsidiaries will not
have material impact on the business and performance of other
subsidiaries.

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

Capital structure

As at 31 December 2023, our share capital was RMB4,600.0
million, comprising 3,430,000,000 domestic shares and
1,170,000,000 H shares, each with a face value of RMB1.00.

Liquidity and capital resources

We finance our working capital and other capital requirements
principally with capital contributions from shareholders, bank
borrowings, bond issues, cash inflows from operating activities
and proceeds from our initial public offering. Our liquidity and other
capital requirements are primarily related to small business lending,
default payments, restricted bank deposits, and other working
capital needs.

As at 31 December 2023, we had cash and cash equivalents of
RMB575.2 million (31 December 2022: RMB339.4 million), which
were mainly denominated in Renminbi. For the year ended 31
December 2023, the Group did not use any financial instrument for
hedging purpose.
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Indebtedness

As at 31 December 2023, we had RMB2,985.9 million (31
December 2022: RMB2,550.4 million) of outstanding interest-
bearing debts (including interest-bearing borrowings and financial
assets sold under repurchase agreements) in total, all of which were
denominated in Renminbi and were in fixed interest rate at a range
from 4.5% to 15.0% (31 December 2022: 4.1% to 15.0%) per
annum.

The maturity profile of the Group’s interest-bearing debts as at the
dates indicated is set out below:
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As at 31 December

HZ=12H318
2023 2022
2023%F 20224F

(Expressed in RMB million, unless otherwise stated) Amount % of total Amount % of total
(BRBEFBEIN UAREBETIIR) TH EEY% TR 1hAEEE%
Within 1 year 1FE AR 1,698.6 56.9 1,318.7 51.7
After 1 year but within 2 years 1FFE2F 263.6 8.8 379.9 14.9
After 2 years but within 5 years 2F B5F 813.1 27.2 394.0 15.4
After 5 years 5F M 210.6 71 457.8 18.0
Total &5t 2,985.9 100.0 2,550.4 100.0
OFF-BALANCE SHEET ARRANGEMENTS EEBEBERIZH

We are a party to contracts with off-balance sheet risks in the
ordinary course of our credit guarantee business. The contractual
amount reflects the extent of our involvement in credit guarantee
and our maximum exposure to credit loss. As at 31 December
2023, we had outstanding credit guarantee of RMB33,620.0 million
(81 December 2022: RMB34,144.2 million).

Save as disclosed above, we have no other off-balance sheet
arrangements.
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DEBT-TO-EQUITY RATIO

As at 31 December 2023, the Group’s debt-to-equity ratio
(calculated by the sum of interest-bearing borrowings and financial
assets sold under repurchase agreement, over total equity) was
37.6% (31 December 2022: 32.0%).

FOREIGN EXCHANGE RISK EXPOSURE

The Group’s exposure to foreign exchange risk is insignificant as
most of its transactions are settled in Renminbi.

SIGNIFICANT INVESTMENTS

The Group had no significant investment during the year ended 31
December 2023. Save as those disclosed in this report, there were
no significant investments or additions of capital assets authorised
by the board of directors at the date of this report.

MATERIAL DISPOSALS

On 31 May 2023, the Company, Duyu (Shanghai) Information
Services Co., Ltd.* (BBE (EB)EERBHER 25 (‘“Duyu
Information”) and Sichuan Hanhua Micro-credit Co., Ltd.* (P4)l|
WENFEERAR 2 A) (“Sichuan Micro-credit”) entered into
an equity transfer agreement, pursuant to which, the Company
agreed to sell 100% equity interest in Sichuan Micro-credit to
Duyu Information at a total consideration of RMB800,022,227.32
in cash. Upon completion of the transaction, the Group no longer
holds any equity interest in Sichuan Micro-credit. For details of this
transaction, please refer to the announcement of the Company
dated 31 May 2023 and the circular of the Company dated 25 July
2023. The aforesaid Disposal was approved at the Company’s 2023
First Extraordinary General Meeting held on 10 August 2023.
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Management Discussion and Analysis

PLEDGE OF ASSETS

As at 31 December 2023, the Group’s receivables for factoring
business with an aggregate carrying value of RMB181.6 million
(81 December 2022: RMB345.9 million), loans and advances to
customers with aggregate carrying value of RMB33.3 million (31
December 2022: RMB58.6 million), buildings with an aggregate
carrying value of RMB656.7 million (31 December 2022: RMB707.6
million) and bank deposits of RMB2.5 million (31 December 2022:
RMB92.5 million) were pledged to secure the Group’s interest-
bearing liabilities.

CONTINGENT LIABILITIES

Save for the off-balance sheet arrangements disclosed on page
35, the Group had no other material contingent liabilities as at 31
December 2023.

INFORMATION TECHNOLOGY

Information Technology

Upholding the principle of integrating information technology
with business strategies, the Company continued to formulate
the informatization plan of the Group, optimize its information
technology governance structure, and promote the construction
of information technology infrastructure and important information
systems based on the digital transformation strategy for Company’s
businesses, thereby ensuring the stable operation of its information
systems and providing strong support for strengthening the
management and business innovation of the Group.

Information Technology Governance

An information construction leading group has been set up at the
management level with the president as the core member to play
the role of major decision-making, important project establishment,
coordination and supervision, thus forming a regular decision-
making mechanism for information construction.

BEREN WD

BEREE

HE2023F12A31H A& EEREAEEBE
AR®181.6F BT (2022F12H31H :
ARMBI45 9B E L) M EURIRER K
HMEEARKIE.38 &t (2022F 12 A
31H: ARS8 6EEBIL)EMERK
2R CNUEEAEBEBEARKES6.7TEE T
(2022%F12A31H : AR¥T707.66BE L)
REEY ERAR258 & T (2022
F12A31H: ARBOQ2 5B E L) MIRTT
GREHBEBEREERAEENGTESR

&
XEEE

BEFSBSERENEERBBERINTEE
H E2023F12A31H A& EEEME
Ak BEaE-

EENERD
EENE

ARBEERBERM R EEHEMRE
EREMNES BRERAREBRFILLE
R SIEREESLRE TEER
MEOaERE HEFEMRERRE
NMEZEERGRR BREEAMAL
ERTET RNBAEEEE REX
BaFREE I #H-

FEEBEAE

ENBHBASZRONEEERILEESLE
REG/NH BEEANRR ERHEY
B HEMEEER ERBERENER
132 ROR RS -

Annual Report 2023
—Bo=EER

37



38

Management Discussion and Analysis

BT W AT

Information Planning

Focusing on its strategic goal of creating a Chinese sample of
inclusive finance and on the basis of the existing information
planning, the Company pushed forward the dynamic formulation
of an information plan, specified the five-year development for
2023 to 2027 and prioritized in promoting the digital transformation
and upgrading of the Company’s businesses as well as the
management and governance of data assets, so as to support
the implementation of the Company’s strategies and enhance its
management and operating efficiency.

The Company effectively defined system boundaries and positioning
by creating an integrated operation and maintenance process and
improving relevant functions, and introduced new technologies to
gradually realize automatic replacement of the whole process of
core business system products, while leveraging modularization
and cloud services to meet the market demand for rapid iteration
of products, with a view to building an integrated business platform
based on financial technology (fintech).

On the basis of the existing data warehouse, data mart and BI
visual analysis tools, the Company built capabilities in internal and
external data collection, unstructured data analysis and data tag
creation. The Company acquired a full range of data assets, created
complete connections among business objects, further protected
and improved the value of data assets, in an effort to avoid the
sinking of data assets.
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Management Discussion and Analysis

Information System Construction

According to the Group’s management, business development and
innovation needs, the Company accelerated the construction of
various information systems.

In order to optimize human resources management and services,
the Company improved the recording of organizational and
personnel information in all aspects to form a complete set of
personal data on employees, while providing mobile self-service
functions to serve employees, setting annual performance targets
and conducting performance appraisal through performance
management functions, and improving employees’ self-learning
results through an online learning platform. The Company provided
an approval process platform and mobile modeling platform with
flexible configuration, and established and adjusted online approval
procedures processes that can change rapidly in tandem with
business development. A mature financial system is in place to
handle all revenues and expenses and accounting procedures of
the Company. Through the application of advanced information
collection and analysis technology, it improved the operation
convenience and management effectiveness in fees control. It
integrated functions such as budget, contract and trip management
and connected to third-party ecological chains, offering an
authentic intelligent reimbursement experience. A stable knowledge
management platform has been set up to manage and store
various electronic files of the Company in a centralized manner
and enhance the security of digital assets through encryption
and watermarking functions. A number of communication and
collaboration mechanisms including an email system, an instant
messaging platform, a video conferencing platform, and an
online conferencing platform, are employed to facilitate efficient
collaboration among employees.
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Management Discussion and Analysis

BT W AT

Guarantee Group adhered to the direction of digital transformation,
bridged industrial scenarios and focused on target customers,
thereby continuously improving its digital operation and service
capabilities. Starting from the bidding and procurement transaction
scenario, it built the bond guarantee business system and
realized the whole process digitalization of various businesses.
Meanwhile, it carried out the technology output of financial service
platform and SaaS-based bond platform leveraging on its own
sophisticated product system and systematic capability system.
It was connected to the Internet of the construction industry and
developed a model of connection, embedding and co-creation
with the PMS systems of construction enterprises, boosting the
scenario access capabilities, business processing efficiency and
data application capabilities. It explored online marketing, built
customer interface, marketing analysis, CRM, operation analysis
and other systems and linked with live-streaming platforms, so as
to optimize customer experience, improve the digital capabilities in
marketing and operation management. Further, Guarantee Group
continuously levelled up the cognition of digital operation within
the Group, expanded the width and depth of data application,
improved digital management capabilities, enhanced digital support
capabilities, continued to iterate the construction of data platforms,
and provided full lifecycle support from data acquisition, cleaning,
processing, digging, modelling to application and governance.
[t continually optimized the construction of digital teams, and
comprehensively improved the team’s product design, R&D and
delivery, structural management, project management and quality
assurance capabilities through recruitment of talents, change of
organizational structure and reform of performance management,
providing guarantee for the achievement of the Group’s digital
transformation goal.
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Management Discussion and Analysis

Jinwei Technology firmly implemented its strategic planning on
the path of digital transformation and deeply tapped into the core
competitiveness of digital technology in corporate development.
[t enhanced the role of existing digital resources in the financial
industry and the technological sector through integrating resources
and optimizing structure. It continuously optimized the front end
of business and core business systems to rapidly adapt to the
new demands in business development and efficiently access
to channels and capitals. On the basis of the data bus put into
production, it developed the new-generation decision-making
engine for digital risk control, improving the efficiency and stability
of decision-making on risks and guaranteeing the sustainability of
online digital businesses. To explore new business areas, Jinwei
Technology cooperated with Property Technology (7~ &) & R )
in the R&D of the system for the performance bond business,
which has passed the phase-l and phase-Il construction and
developed the supporting capability for three business models.
It established the digital marketing platform towards channels to
expand the acquisition of customers at the front end of businesses.
[t continuously promoted the R&D of the inventory management
system for the “Smart” series products. While meeting customers’
demand on the functions and quantity, it implemented innovative
designs and introduced big data, blockchain, artificial intelligence
and other capabilities into customers’ application scenarios,
improving customers’ use experience and enhancing the market
competitiveness of the products.

The Company advanced the construction of APl gateways based
on its enterprise data bus (EDB) to ensure the standardization and
security of internal system APIs and save costs. The Company
optimized and upgraded the existing communication and
collaboration platform to eliminate the incompatibility problems
at the user end, allowing employees to use it more smoothly and
improving their office efficiency.
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Construction of Information Technology Infrastructure

Hanhua'’s private cloud was extended in depth. On the basis of the
previous compression and integration of physical servers of the
data center into a virtualization platform and with an aim to reduce
costs and improve backup efficiency, the Company completed the
design and implementation of a construction project of a disaster
recovery platform based on its IT construction needs, thus realizing
the shift from a decentralized manual backup model to a centralized
and automatic backup platform that supports remote disaster
recovery. Through the construction of a new unified monitoring
platform, the Company conducted sampling analysis on all kinds
of equipment and applications (e.g. hosts, network equipment,
databases, and applications) and monitoring and processing of the
massive data generated by the managed objects in a centralized
manner, enabling rapid locating, analysis and handling of faults
and risks. Based on the previous upgrade of the data center host
to virtualization architecture, the Company deployed an anti-virus
system in a virtualized environment by incorporating all server
security functions into an integrated flexible platform which is
integrated with the virtualization platform, so as to protect the
virtual machine from viruses, spyware, Trojans and other malicious
software attacks. The Company has completed the deployment of a
vulnerability scanning platform which can scan vulnerabilities in the
entire network and collect and analyze relevant information, so that
the operation and maintenance personnel can keep track of the
overall network security and timely secure equipment or systems
with potential security risks.

The Company strengthened the standardization of edge network
system in branches. Through a unified management platform, the
Company performs equipment and network security monitoring,
centralized management and strategic management on all firewalls
of branches nationwide to realize rapid distribution of strategies
and unified early warning, and regularly submits and analyzes HSM
management reports, so as to prevent network security incidents,
protect its data assets and ensure the security of employees’
working environment. The security control of the intranet has been
strengthened and a Group-wide network access system has been
implemented. Accordingly, non-intranet users’ private connections
to the intranet can be detected, pinpointed and effectively blocked.
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Management Discussion and Analysis

Information Technology Management Capabilities

The Company stepped up efforts to promote the digital
transformation and upgrading of financial services. By fostering the
core competitiveness of financial technology and collaboratively
building a technology base, the Company realized internal
empowerment and external technology output. Through the internal
market-based mechanism for IT function, the Company formulated
effective cooperation rules and supervision mechanisms to better
cope with the digital transformation collaboration and cost issues,
ensuring the orderly advancement of Hanhua Financial’s overall
digital strategy.

In an effort to strengthen user account management, enhance the
compliance of production-related operations, prevent unauthorized
operations, and improve the security of the production environment,
the Company conducted an overhaul of account security in
the production environment, strictly separated read and write
permissions based on the operation requirements, cleaned up some
non-compliant accounts, and traced and rectified illegal operations
in the production environment through bastion host and video
surveillance, thereby ensuring the safe and stable operation of the
information system and preventing and reducing system or data
access risks caused by illegal or improper operations.

HUMAN RESOURCES

“Talents” represent one of the most valuable assets of Hanhua
Financial and are carefully nurtured. The Company has always
been committed to building a high-standard professional team with
“kindness, diligence, integrity, self-discipline and responsibility”. As
at 31 December 2023, the total number of employees of the Group
was 713, all of whom served in Mainland China and Hong Kong.
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Management Discussion and Analysis

BT W AT

The Company attaches great importance to organizational culture
building and employee care, promotes cultural cohesion through
employee care, and incorporates corporate values and social
responsibility into organizational culture. In 2023, the Company
implements and highlights employee care activities in several
aspects: carrying out health examinations for all employees,
purchasing supplemental medical insurance and accidental injury
insurance and other commercial insurances for employees to
protect their health; launching “Love in the Chongyang Festival”’
special activities jointly with the labor union to express gratitude to
the families of the employees; setting up an internal communication
platform and launching theme columns in the Chongyang Festival,
Chinese New Year and other festivals, which deepens the emotional
links between the employees and their family members, between
the employees and the employees and between the employees
and the company, and strengthens the sense of identity and sense
of belonging of the employees to the company through exchanges
and sharing activities.

In terms of the construction of the honor system, the Company
continues to carry out annual evaluation of excellence, recognizing
individuals and teams that have made outstanding contributions
and excellent performance in the annual work, and selecting
outstanding employees, outstanding teams, outstanding leaders,
the best cases of innovation and special contributors, etc. Through
the multi-level and diversified set of awards and the combination of
material rewards and spiritual incentives, the Company stimulates
the honor and pride of the team and the individual, establishes a
model of behavior, looks up to the role models and releases the
enthusiasm of the work.

In terms of organization management, the Company has further
restructured its development model in a comprehensive manner,
reshaped its business ecology in a three-dimensional manner, and
systematically rebuilt its decision-making system, organizational
structure and market-oriented mechanism. In terms of organizational
restructuring, it optimized the organizational structure of Hanhua
Financial holding and the Guarantee Group, upgraded the middle
and back-office functional departments, restructured the business
departments, and adjusted the division of work among the senior
executives, which resulted in more agile actions and more efficient
decision-making. Meanwhile, based on the principle of moderation
and reasonableness, we have implemented the organizational
restructuring and personnel optimization work to make the scale
of middle and back-office personnel more compatible with the
business model and management structure, and the organizational
ecology healthier through stage-by-stage talent inventory and exit,
standardization of job configuration, centralization of headquarters
functions and other initiatives.
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Management Discussion and Analysis

In terms of employee development, the Company introduced a
new digital online learning platform and continued to improve the
digital management of the learning platform, building a more mature
digital learning platform to enrich the experience of employees and
strengthen the participation of all employees, helping to improve
employee performance and ensuring the effective control of the
Company’s training data. The combination of online and offline, all-
round penetration, encouraging employees to use fragmented time
to continue learning, and making every effort to build a learning
organization: online courses “leading by boss”, “theme learning
columns”, live broadcasts of business knowledge themes, the
Company’s library corner and other learning activities. The digital
learning platform combines new ideas of Internet communication
and promotes learning activities through the Enterprise WeChat
application “My HR”, which realizes better, more efficient and
more satisfying learning and development needs of employees.
As of 31 December 2023, the total number of learning hours of
the Company’s employees was 7,427, with 14 learning hours per
capita.

The percentage of employees received trainings in 2023:

By gender: 55% male and 45% female;

By employee category: 60% general staff/supervisors, 22%
department heads, and 18% general managers or above.

The average training hours per employee:

By gender: 16 hours for male and 17 hours for female;

By employee category: 20 hours for general staff/supervisors, 15

hours for department heads and 9 hours for general managers or
above.
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Management Discussion and Analysis

BT W AT

In terms of performance and remuneration, the Company combines
the needs of organization and business transformation, establish an
open and shared, pay-for-performance distribution mechanism, fully
mobilize employees’ subjective initiative. Adhering to the principles
of quantitative goals, result-oriented, rewarding the excellent
and penalizing the poor, and being able to go up and down, the
Company has linked up the responsibility, performance and salary,
and the performance determines the income; it has established the
mechanism of red, yellow, green and blue cards, and the appraisal
determines the mobility. The Company was also actively exploring
the partnership model, which is a hierarchical division of power
that fully stimulates the enthusiasm of managers and employees,
realizing platform construction, career creation and value sharing.
The welfare system continues to focus on employee health care,
creating a triangular protection system of social insurance, health
checkups and commercial insurance to provide comprehensive and
practical protection for employees. In addition, the Company made
full use of its self-developed digitization platform to create cross-
functional and cross-system information transmission channels,
realizing automatic connection and calculation of multiple links such
as report statistics, performance appraisal, commission accounting
and payroll accounting, which has significantly improving data
accuracy and operational efficiency.

In terms of HR digitalization, the Company has systematically
depicted the blueprint for development and actively promoted the
implementation of RPA (Robotic Process Automation) for payroll
accounting and personal tax filing, and the use of electronic
signatures for recruitment endorsement authorization and payroll
confirmation signing is becoming more and more mature. In 2023,
the Company have further developed the HR board, which is linked
with the HR system and the OA office desk, integrating HR data,
business data, financial operation data, etc., and refining and
forming a more visualized board to display the current status and
trend of HR, HR cost, input and output analysis, and to display the
HR status and trend, HR cost, input and output analysis. and the
refinement of personnel portraits, organizational portraits, and risk
forecasts/alerts, which are all important supports for the decision-
making of the managers.
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Directors, Supervisors and Senior Management

DIRECTORS

As at the date of this report, the members of the board of

directors (the “Board”) are as follows:

Executive Directors:

Mr. Zhang Jun (Chairman)
Mr. Zhang Guoxiang
Mr. Cui Weilan

Non-executive Directors:

Ms. Liu Jiaoyang
Ms. Liu Tingrong
Ms. Wang Fangfei
Mr. Feng Yongxiang
Mr. Liu Bolin

Independent Non-executive Directors:

Mr. Cao Ziwei
Mr. Li Wei

Mr. Hu Yuntong
Mr. Xu Hongcai
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Directors, Supervisors and Senior Management

ES EEREAEEE

Executive Directors

Mr. Zhang Jun, aged 55, he joined the Group in March 2015
and successively served as the general manager of Liaoning
Small Loan Company* (E=/NFEHEFRAQA) (in preparation)
and the deputy general manager of Liaoning Hanhua Capital
Management Co., Ltd* ((EEHEELREEBR A A) . Before
joining the Group, Mr. Zhang Jun served as the secretary of
the Youth League Committee of Liaoning Financial Workers
University* (IE® & & BB T X&) (subsequently merged with
Liaoning Finance Vocational College* (& %= % Bh B 3 207 )
to form Liaoning Bank School* (EZER1TE2% ) from March
1991 to July 1993, served as the deputy general manager
and economist of the Chaoyang branch of Industrial and
Commercial Bank of China from July 1993 to November
2004, and served as the president and executive director of
Chaoyang Jinda Titanium Industry Co., Ltd.* (F1F5 & Z K ¥ MY
;B BR A7) from November 2004 to March 2015.

Mr. Zhang Jun has won the “Meritorious Award”, the “Model
Worker Medal”, the “Builder’'s Medal” and the “May 1st
Laborers Medal” of the Chaoyang Municipal Committee and
Municipal Government of Liaoning Province. Mr. Zhang Jun
obtained a master’s degree in business administration from
China Europe International Business School in August 2014.
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Mr. Zhang Guoxiang, aged 59, he co-founded the Group
in August 2004, served as the president of the Group from
August 2004 to March 2016, the Chairman and Executive
Director of the Company since March 2013, and served as the
chairman of Chongging Fumin Bank Co., Ltd.* (EE & R 1T
%17 B BR 2 &) ) since August 2016. In addition to his positions
in the Group, Mr. Zhang has served as a member of the third
and fourth session, and a member of the Standing Committee
of the fifth session, of the Chongging Municipal Committee
of the Chinese People’s Political Consultative Conference*
(FEARBGHEEHEEMZEZ B8 E)since December
2017. He has been a member of the Standing Committee of
the Chongging Federation of Industry and Commerce* ( &
B I ), the vice chairman of the Chongaging General
Chamber of Commerce* (EEMHAE ¥ ) since 2017.
He is currently also the vice chairman of the Chongging
Federation of Industry and Commerce* (EEM TEE:) . In
December 2021, Mr. Zhang became the vice chairman of the
Entrepreneurs Club of China Enterprise Association* (A {®>&
PEZRELEL) . Mr. Zhang obtained an executive master of
business administration degree from Cheung Kong Graduate
School of Business in September 2011. He was employed as
an adjunct professor and postgraduate tutor at the School of
Economics and Management of Southwest University ( 78 & X
&) in October 2020. Mr. Zhang directly holds approximately
66.89% of the equity interest of Chongqing Huitai Investment
Co., Ltd* (EEEFIKRAAFM A F) (“Huitai”), which directly
holds 450,416,901 Domestic Shares. Accordingly, Mr. Zhang
is deemed to be interested in the 450,416,901 Domestic
Shares held by Huitai. Mr. Zhang also directly holds 2,768,861
Domestic Shares, and holds 585,971 H Shares through the
Share Incentive Scheme.
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ES EEREAEEE

Mr. Cui Weilan, aged 52, joined the Group in June 2006
and successively served in several positions including the
chief legal officer, vice president, secretary to the Board
and executive president. Mr. Cui has been an executive
Director since May 2015 and the president of the Company
since March 2016. Before joining the Group, Mr. Cui was a
practicing lawyer of Hebei Jimin Law Firm* (AdbEREM =
T FT) from 1999 to 2006, and worked at Hebei Political and
Legal Management Cadre College* (JAldt BUAE B % I0E 7 )
(now known as Hebei Political and Legal Vocational College*
O AL BUEBE 2 28T ) ) from July 1995 to March 2007. Mr. Cui
obtained his bachelor’'s degree in law from the department
of politics of Southwest Normal University* ( 75 & A &5 K £2)
(currently known as Southwest University) in June 1995. He
is also accredited as a practicing solicitor by the Ministry of
Justice of the PRC and as an associate professor in law by
Hebei Title Reform Leadership Committee Bureau* (] 1k B f&
W ELEE/NE) . He completed the postgraduate program in
economic law from Chinese Academy of Social Sciences in
September 2003 and obtained a master’s degree in business
administration from China Europe International Business
School in September 2012. Mr. Cui directly holds 2,058,742
Domestic Shares, and holds 648,005 H Shares through the
Share Incentive Scheme.

Non-executive Directors

Ms. Liu Jiaoyang, aged 45, has been a non-executive
Director of the Company since March 2013. She joined
the Group in August 2009 and was a director of Hanhua
Financing and Guarantee Co., Ltd.* (B ZERMEERBRMHE
FR A A]) from August 2009 to April 2015. She has been the
director of Chongaging Fumin Bank Co., Ltd.* (EE = RI#E1T
% 5 B R A 7)) since August 2016.
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Before joining the Group, Ms. Liu served as the general
manager of Chongging Maohua Technology Co., Ltd.* (&
BEERIFEAERAQA) from October 2003 to August 2009.
Ms. Liu obtained her bachelor’'s degree in economics from
Saint Petersburg State Polytechnical University in Russia in
December 2003, and obtained a master’s degree in business
administration from Tsinghua University in June 2017. She
is currently pursuing a doctorate in business administration
at Western College of Business of Southwestern University
of Financial and Economics. Ms. Liu directly holds 441,159
Domestic Shares of the Company.

Ms. Liu Tingrong, aged 49, has been a non-executive
Director of the Company since March 2013. She joined the
Group in March 2011 and served as a director of Hanhua
Financing Guarantee Co., Ltd* from March 2011 to April
2015.

Ms. Wang Fangfei, aged 37, has been a non-executive
Director of the Company since March 2013. She joined
the Group in November 2010 and held various positions,
including the project manager, and chief reviewing manager of
the business management section and general management
section of Hanhua Financial Guarantee Co., Ltd* until October
2013, and served as a director of Hanhua Financial Guarantee
Co., Ltd* from March 2011 to April 2015. Ms. Wang has been
the general manager of Chongqing Boding Aluminum Co.,
Ltd.* (EEERIIBEAFR A7) since May 2017, the assistant
to the executive director of Shunbo Alloy Anhui Co., Ltd.* (&
BE 2L HAMR AR ) since August 2022, and the supervisor
of Chongging Jinshanjia Trading Co., Ltd* (EEBZERE 5
AR A FA) since September 2022. Ms. Wang obtained her
master’s degree from Sheffield Hallam University in October
2009, majoring in international business and management.
She obtained her junior college degree in business
administration from Chongging University in July 2006. Ms.
Wang directly holds 55% of the equity interest of Chongqing
Jiulong Investment Co., Ltd* (EBE hEREER A F)
(“Chongqing Jiulong”), which directly holds 231,532,653
Domestic Shares. Accordingly, Ms. Wang Fangfei is deemed
to be interested in the 231,532,653 Domestic Shares held by
Chongging Jiulong.
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Mr. Feng Yongxiang, aged 53, has been a non-executive
Director of the Company since March 2013. He joined the
Group in August 2009 and was a non-executive director of
Hanhua Guarantee* from August 2009 to April 2015.

Mr. Feng worked for Chongqging Yayu Business and
Commerce Development Co. Lid* (EEHE B EXRE A
[R 2 7 ) as a deputy general manager from May 2005 to
January 2010. He worked as the senior relationship manager
of the Chongging branch of China Minsheng Banking Corp.,
Ltd., a company whose shares are listed on the Shanghai
Stock Exchange (Stock Code: 600016) and the Hong Kong
Stock Exchange (Stock Code: 01988), from July 2003 to
May 2005. He served as the senior relationship manager of
the Chongging branch of Shanghai Pudong Development
Bank Co., Ltd., a company whose shares are listed on the
Shanghai Stock Exchange (Stock Code: 600000), from March
2000 to July 2003. He worked for Yangjiaping Sub-branch
of China Construction Bank Corporation, a company whose
shares are listed on the Shanghai Stock Exchange (Stock
Code: 601939) and the Hong Kong Stock Exchange (Stock
Code: 0939), from July 1991 to February 2000.

Mr. Liu Bolin, aged 38, has been a non-executive Director
of the Company since June 2013. Prior to joining the Group,
Mr. Liu has been the general manager and the executive
director of Sichuan Hongrun Trading Co., Ltd.* (P9I 348 E &
AR AR]), one of the minority shareholders of the Company
since March 2013. Mr. Liu obtained his bachelor’s degree in
business administration from Shenzhen University in June
2006 and obtained his master’s degree in accounting from
the State University of New York at Binghamton in December
2008.
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Independent Non-executive Directors

Mr. Cao Ziwei, aged 54, Doctor of Sociology’ has been
an independent non-executive Director of the Company
since October 2022. Mr. Cao worked at the National Bureau
of Statistics in 1992, at the China Banking Regulatory
Commission* (R HPTEEEEE L E € )in 2004, and
at the Qianjiang District Government of Chongging (as an
assistant to the district head) in 2010. In 2012, he worked
as a member of the party group, secretary of the party
committee and deputy director (deputy department level) of
the Chongging Financial Office* (EEE T g8 #%) . Since 2017,
he has served as the strategic vice president of Tianxing
Digital Technology (Xiaomi Finance)* (X E & & (/X &R ),
director/president of Jiefu Ruitong Co., Ltd.* (& ER®
AR A 7A), director of Park Dao Credit Information Co., Ltd.*
(#EEEAMR AT ), and secretary of the party committee
of Xiaomi Consumer Finance Company* (/MK EE LRI A F])
and the Chairman of Chongqing port industrial and Financial
Big Data Development Co., Ltd. (& & O /= & Bl K U5 E £ %
B AR A7) from February 2020 to January 2024.

Mr. Cao graduated from Nankai University in July 1992 with
a bachelor’'s degree in sociology, and obtained a doctorate
in sociology from the Chinese Academy of Social Sciences in
June 2002. Mr. Cao served as a visiting scholar at Nanyang
Technological University in Singapore under the Lien Ying
Chow Legacy Fellowship programme from 2016 to 2017.

Mr. Li Wei, aged 53, master’'s degree in economics, has
been an independent non-executive Director of the Company
since October 2022. Mr. Li served as the manager of China
Chengxin Securities Appraisal Co., Ltd.* (R A {EEHF I EA
FR A &) from 1995 to 1997, the manager of Cathay Securities
Co., Ltd.* (BIZEEFBEMR A A) from 1997 to 2000, and the
deputy general manager of Huaxia Securities Co., Ltd.” (£ E
FBHRMAERAFR) from 2000 to 2006. He was the general
manager of Shenyin & Wanguo Securities Co., Ltd.* (FHiR &
H & &M AR AR from 2006 to 2008, and the managing
director of China Galaxy Securities Co., Ltd.* (# B4R 7 &
HMMHABRAA) since 2008. He has been an independent
director of Shanghai Remodeling Energy Group Corporation
(EBEZRREERNFRAF) since 2020.

Mr. Li obtained a bachelor’s degree in economics from
Renmin University of China in 1992 and a master’s degree in
economics from Renmin University of China in 1995.
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Mr. Hu Yuntong, aged 41, doctor of law, post-doctorate
in law of Southwest University of Political Science and Law,
post-doctoral researcher of business administration (auditing)
of Southwest University of Finance and Economics, professor
and part-time lawyer of Southwest University of Political
Science and Law, certified public accountant and fund
practitioner. has been an independent non-executive Director
of the Company since October 2022. Mr. Hu was rated as a
leading accounting talent in Chongging (Chongging Finance
Bureau* (EE MW H B B ) and the Organization Department
of the Chongqing Municipal Committee of the Communist
Party of China* (F X EEMWZ4A430)). He has served
as a member of the Financial and Taxation Committee of
Chongqing Lawyer Association* (EE 2 A0 15 € B i = %
£ B &), the Chongging’s municipal budget performance
evaluation expert, the Chongaging’s municipal government
procurement evaluation expert, an enforcement expert of
Chongaing Ecological Environment Bureau* (2 & ™ 4 A2 1R
2 /@), a special expert of Chongging International Taxation
Research Association* (EEMEIBE R RE ), a director
of Chongging Taxation Society* (EETHEE2E), a
director of Chongging Audit Society* (EE M & 2€ ), and
executive director of Chongging Law Society Financial and
Taxation Law Research Association* (E & W A2 & 8 B &
BRIt € ), an executive director of Chongging Law Society
Environmental Resources Law Research Association* (& E
MEBGREZERELHIRE), and a director of China Law
Society Financial and Taxation Law Research Association*
(FEAZ2EGHBEBHEE). Since 2020, He has been
an independent director of Chongqging Changjiang Plastic
Materials (Group) Co., Ltd* (EERTEAME (£E)RH A
R A @]) and, an independent director of Chongging Kangtian
Property (Group) Co., Ltd* (EEFEHEX (EBARAQA),
a company listed on the Shenzhen Stock Exchange (stock
code: 001296). since 2021, he has been an independent
director of Jinke Real Estate Group Co., Ltd. * (&Rt ESE
Blf& (AR A7), a company listed on the Shenzhen Stock
Exchange (stock code: 000656), an independent director of
Chongging Zhixiang Jintai Bio-Pharmaceutical Co., Ltd.* (&
EEHeREWEERMER AT ) since 2022, he has been
an independent director of Chongqing Sifang New Materials
Co., Ltd* (EEWFFHMBRMHBRAEF), a company listed on
the Shanghai Stock Exchange (stock code: 605122).
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Mr. Hu began to teach in the audit department of Southwest
University of Political Science and Law in 2011, and he also
began to practice law at Chongging Kunyuan Hengtai Law
Firm* (EE R E R AERMEBFT) in 2011, Mr. Hu received
a bachelor’s degree in accounting and a master’s degree
in law from Southwest University of Political Science and
Law in 2005 and 2008 respectively, a doctorate in law from
Chongging University in June 2011, and a post-doctorate
in law from Southwest University of Political Science and
Law in January 2015. In November 2017, he became a
postdoctoral researcher in Business Administration (auditing)
of Southwestern University of Finance and Economics.

Mr. Xu Hongcai, aged 59, doctor of economics’ has been
an independent non-executive Director of the Company
since October 2022. From 1996 to 1998, Mr. Xu worked at
the headquarters of the People’s Bank of China; from 1998
to 2001, he served as the general manager of the Shanghai
headquarters of GF Securities; from 2001 to 2003, he was
the vice president of Beijing Technology Venture Capital
Company* (it R B & B & & A 7). From 2003 to 2010,
Mr. Xu successively served as a professor and director of
the Securities and Futures Research Center at the School
of Finance of Capital University of Economics and Business.
From 2010 to 2019, he successively served as the director of
the information department, director of the economic research
department, and deputy chief economist of the China Center
for International Economic Exchanges. He also served as an
independent non-executive director of China Everbright Bank
Co., Ltd., from February 2015 to January 2022; and has been
an independent director of China Everbright Group since
January 2022 and has served as an independent director
of China Life Asset Management Company Limited since
December 2020. Mr. Xu has been an independent director
of Yunnan Jinggu Forestry Company Limited since May 2023
and an independent director of Hengtai Securities Company
Limited since September 2023.
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ES EEREAEEE

Mr. Xu is the executive director of the China Society for
Policy Science, the deputy director of the Economic Policy
Committee, the director of the Economic Research Center of
the European and American Students Association of China,
the executive vice president of the Study in America Branch,
the chief economist of Caijing Toutiao* (Bf4£58 15 ) , and the
chief economist of China (Sanya) International Consumer
Research Institute* (FFE (=3 )BE BB B K P ), special
economic commentator of CCTV, adjunct professor of
University of Chinese Academy of Sciences, Beijing Normal
University* (dt B # K2 ) , Central University of Finance
and Economics* (R REFELKNE) | invited senior researcher
of China and Globalization Think Tank* ( 7 Bl £2 2 BR{L 25 & ) |
and expert of All China Federation of Industry and Commerce
think tank* (2 B TrgB B E) .

Mr. Xu received a master’s degree in philosophy from Renmin
University of China in 1993 and a doctor of philosophy in
economics from the Chinese Academy of Social Sciences
in 1996. He successively went to the University of British
Columbia in Canada and the Dominican University in the
United States as a visiting scholar.
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SUPERVISORS

As at the date of this report, the members of the board
of supervisors (the “Supervisor(s)”) (the “Board of
Supervisors”) are as follows:

Mr. He Zhonghua (Chairman of the Board of Supervisors)

Mr. He Yu

Ms. Huang Hui (Employee Representative Supervisor)
(Election on 15 December 2023)

Mr. Chen Zhonghua (Employee Representative Supervisor)
(Resigned on 15 December 2023)

Mr. He Zhonghua, aged 59, has been the chairman of
the Board of Supervisors of the Company since October
2022. he previously served as the executive director and
president of Beijing Hanhua Industry-Financial Interconnection
Industrial Co., Ltd* (It R BEEREHEXBR AF), and
the executive director and president of Beijing Dingchuang
Economic and Trade Development Co., Ltd.* (It R R A& &
BER AR AF). Before joining the Group, Mr. He worked in
the Shenyang Office of China Great Wall Asset Management
Company* (FBIEHEEERBRAAF) from 2000 to 2005,
and served as a director, party secretary and deputy director
of Liaoning Fangda Group Industrial Co., Ltd.* (GEZE 5 KX
EEEXAMRAA)from February 2005 to March 2018.
Mr. He obtained a bachelor’s degree in accounting from
Liaoning University in January 1996 and obtained a master’s
degree in economics from Dongbei University of Finance and
Economics* ( AL BF 48 K2 ) in November 1999.
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Mr. He Yu, aged 43, has been a supervisor of the Company
since October 2022 - has been the Marketing Director
of Hanhua Financial Guarantee Company Limited since
April 2023. Mr. He joined the Group in August 2009 and
successively served as the assistant to the general manager
of Sichuan Hanhua Financial Guarantee Co., Ltd.* (FUJIl#
EREERAEMRAAR), the deputy general manager of the
operation management department of Hanhua Financial
Guarantee Co., Ltd.* (presiding), Hanhua Financial Guarantee
Co., Ltd. Tianjin Branch* (M EREERKHER R A XE
572 78]), and the general manager of Chongging Branch of
Hanhua Financing Guarantee Co., Ltd.*, and the president of
our YunXin business part.

Prior to joining the Group, Mr. He worked at CITIC Guoan
Gold Co., Ltd* (P ZELERE(L 2 A) from September
2002 to July 2005, and worked as the financial manager of
Beijing Maipu Century Technology Co., Ltd. Sichuan Branch*
(ARBEBLHLER RAREELQAME/ISH QA from July 2005
to July 2009.

Mr. He obtained a bachelor’s degree in financial management
from Beijing Technology and Business University in July 2002.

Mr. He directly holds 294,106 Domestic Shares of the
Company.
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Directors, Supervisors and Senior Management

Ms. Huang Hui, aged 54, has been a supervisor of the
Company since December 2023. She has been the chief
marketing officer of Hanhua Financing Guarantee Co., Ltd.”
(BEBMEERRMDBRAA) since January 2018. Ms.
Huang joined the Group in August 2009 and has served
as the assistant general manager and general manager of
Chongqging Branch of Hanhua Financing Guarantee Co., Ltd.,
the general manager of 2 Hunan Branch of Hanhua Financing
Guarantee Co., Ltd.. She also serves as a director of Ping
Shan MaHu Park and Binjiang Road Ecological Environment
management Co.. Prior to joining the Group, Ms. Huang
worked at Chongging Putian Communication Equipment
Company Limited* (EEE XBEREHBR A F) as chief
financial officers from September 1988 to July 2004, as a
finance manager of Putian Maode Technology (Chongging)
Company Limited* (EXREERFE (EE)ER 2 a) from
August 2004 to August 2006, and as a finance manager of
Maode Technology (Chongging) Company Limited* (&%l
B (ZEE)BMRAF)  She also serves as a director of Ping
Shan MaHu Park and Binjiang Road Ecological Environment
Management Co.

Ms. Huang graduated from Chongging Technology and
Business University* (ZEE T 5 X2 ) majoring in accounting
in June 2009.

Ms. Huang directly holds 294,106 Domestic Shares of the
Company.

Mr. Chen Zhonghua, aged 49, has been a supervisor of the
Company since March 2013. He resigned as a supervisor
of the Company with effect from 15 December 2023 at the
expiry of her term.
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SENIOR MANAGEMENT

As at the date of this report, the members of senior
management are as follows:

Mr. Zhang Jun

Mr. Zhang Guoxiang
Mr. Cui Weilan

Mr. Zhou Xiaochuan
Mr. Yuan Guoli

Mr. Ren Weidong
Ms. Peng Ying

Details about Mr. Zhang JunMr. Zhang Guoxiang and Mr. Cui
Weilan biography are set out on pages 48 to 50 of this report.

Mr. Zhou Xiaochuan, aged 49, has been the executive
president of the Company since March 2018, and he has been
appointed as the co-chief executive of the Company with
effect from January 2022, responsible for the Development
of Digital financial services and for managing the Guarantee
Group. and has been the chairman of the board of directors
and the president of Hanhua Guarantee. Mr. Zhou joined the
Group in March 2008 and successively served as the chief
financial officer and vice president of the Group. In addition to
his position in the Group, he also served as the chairman of
Chongqging Financing Guarantee Industry Association (EE
MERREHSE) .

Mr. Zhou obtained his junior college degree in accounting
from Southwestern University of Finance and Economics
in June 1995. He obtained a master’s degree in business
administration from Peking University in July 2018.
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Directors, Supervisors and Senior Management

Mr. Yuan Guoli, aged 54, has been the vice president of
the Company since 2016. He joined the Group in October
2006 and successively serves as the deputy general
manager, general manager and group marketing director of
Liaoning Hanhua and the president of Fuan Financial Asset
Management.

Mr. Yuan obtained his bachelor’s degree in industrial
economics from the Department of Industrial Management
of Liaoning University in July 1991, and EMBA degree from
Liaoning University in June 2015. He is currently studying an
EMBA degree at Guanghua School of Management of Peking
University.

Mr. Ren Weidong, aged 46, has been the vice president of
the Company since March 2018, has been the secretary of
the Board since September 2015 to October 2022, and he
also served as the sole company secretary and authorized
representative since September 2018. He is in charge
for managing the Company’s Financial Audit Department,
Investor relations, administration office, etc.. He joined the
Group in February 2009 and successively served as the
general manager of the financial department of the Group,
the chief financial officer, etc.. He has been the vice president
of Hanhua Financial Guarantee Co. Ltd since September
2022 - and he is currently the Chairman of Hanhua Financing
Guarantee In addition to his positions in the Group, he is also
the director of Shandong Financial Asset Exchange Co., Ltd.
(WERSREEL SR LAMRANF), Chongging port industrial
and Financial Big Data Development Co., Ltd. (E & O = E &
ABIBEEXLEER2AA), the vice president of Chongging
International Tax Research Association ( & B 11 B9 B B Uk #f 35
&), and the director of Chongging Tax Society ( & B 7 1§ £

‘)
=) .

Mr. Ren obtained his bachelor’s degree in auditing from
Hangzhou Institute of Electronics and Engineering (1N & F
T % ZB3) (currently known as Hangzhou Dianzi University (#7
INEFRHEARE)) in July 1999. He obtained an EMBA degree
in Guanghua School of Management of Peking University in
July 2018.
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Ms. Peng Ying, aged 50, has been the Board Secretary of
the Company since October 2022. She joined the Group in
February 2008 and has been the deputy general manager
of the investor relations since April 2015 and the general
manager of the investor relations since October 2016.

Prior to joining the Group, Ms. Peng worked for Kingdee
Software (Chongging) Company (£ HE M EEBER A
7)) as a marketing manager from 1997 to 2004, and worked
for Chongging Dehong Enterprise Management Consulting
Company Limited (EEZE A XEEBEM AR AA)as a
deputy general manager of the consulting department from
2007 to 2008.

Ms. Peng obtained a bachelor’s degree in law from Southwest
University of Political Science and Law (85 BUE A£) in
1996 and a master’s degree in business administration from
Southwest Jiaotong University (FAR XX @K £) in 2007.
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

During the Reporting Period, the Company has strictly complied
with relevant laws and regulations, such as the Company Law of
the People’s Republic of China and the Articles of Association,
and performed its rights and obligations in accordance with
responsibilities granted by the Listing Rules and the Code of
Corporate Governance (as amended from time to time) promulgated
by the regulatory authorities. The Company’s internal control system
is sound and effective, and the information disclosure is true,
accurate and complete. There is no violation occurred during the
Reporting Period.

The Board has adopted the code provisions (“Code Provisions”) of
the Corporate Governance Code (“Corporate Governance Code”)
as set out in Appendix 14 to the Rules Governing the Listing of
Securities on the Hong Kong Stock Exchange (the “Listing Rules”).
For the year ended 31 December 2023, the Company has complied
with the Code Provisions.

The Company is committed to maintaining high standards of
corporate governance and will continue to strengthen its own
corporate governance standards to ensure compliance with
corporate governance codes and meet the expectations of
shareholders and potential investors.

SHAREHOLDERS AND GENERAL MEETINGS

During the Reporting Period, the Company held two general
meetings, namely the 2023 annual general meeting dated 20 June
2023 and the first extraordinary general meeting in 2023 dated 10
August 2023. The procedures of giving meeting notices, calling for
the meetings, convening the meetings and voting at the meetings
were in compliance with the provisions of the Company Law of the
People’s Republic of China and the Articles of Association. The
details of contents and resolutions reviewed at the above general
meetings can be referred to the relevant announcements published
by the Company on the websites of the Hong Kong Stock
Exchange and the Company dated 20 June 2023 and 10 August
20283.
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SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, according to Article
64(3) of the Articles of Association, when an extraordinary general
meeting is requested in writing by a shareholder individually or
shareholders collectively holding at least 10% (inclusive of 10%)
of the outstanding shares with voting rights of the Company, the
Board shall convene an extraordinary general meeting within two
months. According to Article 67 of the Articles of Association, when
the Company is to hold an annual general meeting, shareholder(s)
holding at least 3% (inclusive of 3%) of the shares of the Company
with voting rights shall have the right to put forward temporary
proposals in writing to the Company, and the Company shall list
the issues in the temporary proposal that fall within the scope of
responsibility of the general meeting in the meeting agenda.

All resolutions put forward at general meetings will be voted on by
poll pursuant to the Listing Rules and poll results will be posted on
the websites of the Company and the Hong Kong Stock Exchange
in a timely manner after each general meeting.

Shareholders who intend to put forward their enquiries about
the Company to the Board could email their enquiries to
pengying@hanhua.com or mail their enquiries in writing to the
Company’s headquarter at 6-9, Building 2, 11 East Honghu Road,
Yubei District, Chongqging, PRC.

THE BOARD
Responsibilities

The Board is responsible for the overall leadership of the
Group, overseeing the Group’s strategic decisions, business
and performance. The Board has delegated the authority and
responsibility for day-to-day management and operation of the
Group to the senior management of the Group. To oversee
particular aspects of the Company’s affairs, the fourth session of
the Board has established four Board committees, including the
audit committee (the “Audit Committee”), the nomination and
remuneration committee (the “Nomination and Remuneration
Committee”), the strategic investment committee (the “Strategic
Investment Committee”) and the risk management committee
(the “Risk Management Committee”) (collectively referred to as
the “Fourth Session of the Board Committees”). The Board has
delegated to the Board Committees responsibilities as set out in
their respective terms of reference.
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Corporate Governance Report

All Directors shall ensure that they carry out duties in good faith,
in compliance with applicable laws and regulations, and they
have carried out duties in the interests of the Company and the
Shareholders for the year ended 31 December 2023.

Board Composition

As at the date of this report, the Board consists of three executive
Directors, five non-executive Directors and four independent non-
executive Directors.

Details of the Directors are set out under the section headed
“Directors, Supervisors and Senior Management” of this report.

For the year ended 31 December 2023, the Board at all times met
the requirements of the Rules 3.10(1) and 3.10(2) of the Listing
Rules relating to the appointment of at least three independent non-
executive Directors, with at least one independent non-executive
Director possessing appropriate professional qualifications or
accounting or related financial management expertise.

The Company also complied with Rule 3.10A of the Listing
Rules relating to the appointment of independent non-executive
Directors representing at least one-third of the Board. Each
of the independent non-executive Directors has confirmed his
independence pursuant to Rule 3.13 of the Listing Rules and the
Company considers each of them to be independent.

All Directors, including the independent non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient and
effective functioning. Independent non-executive Directors are
invited to serve on the Audit Committee and the Nomination and
Remuneration Committee.

To the best knowledge of the Company, there is no other financial,
business, family or other material/relevant relationship among the
members of the Board.
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Induction and Continuous Professional Development

A summary of training received by the Directors for the year ended
31 December 2023 is as follows:

Name of Directors

ABEEHEEXRZRE

Fra®EENEE2023F12A31HILFE
BEREINERNT

Contents of Training

EEnA BEZEIRNR
Executive Directors: PITESE:

Mr. Zhang Jun (Chairman) REEE(EER) A-B
Mr. Zhang Guoxiang o B4 5 A A-B
Mr. Cui Weilan ERETE A-B
Non-executive Directors: FHHITEE:

Ms. Liu Jiaoyang 2 H L+ A B
Ms. Liu Tingrong BlE e+ B
Ms. Wang Fangfei FERFELZT B
Mr. Feng Yongxiang TSRS B
Mr. Liu Bolin ZEREE B
Independent non-executive Directors: BV HHITEE:

Mr. Cao Ziwei BErEEA A-B
Mr. Li Wei FEEE A-B
Mr. Hu Yuntong fRfzm Ak E A-B
Mr. Xu Hongcai T s A B
Notes: Wiz

A:  Attending training, seminars, forums and conferences on topics such
as economics, finance and corporate management;

B: Reading materials related to requirements on corporate governance,
directors’ duties and internal control and risk management, etc..

Chairman and Chief Executive Officer

Code Provision A.2.1 stipulates that the roles of chairman and
chief executive should be separate and should not be performed
by the same individual. During the year ended 31 December
2023, Mr. Zhang Guoxiang has been the chairman of the second
session of the Board and Mr. Cui Weilan has been the president
of the Company. Mr. Zhang and Mr. Cui lead by example, perform
their duties, commit to maintain the high standards of corporate
governance for the Company.
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Appointment, Change and Re-Election of Directors

In accordance with the Articles of Association of the Company
(the “Articles of Association”), the Directors shall be elected
at the general meetings for a term of no more than three years,
and may be re-elected and re-appointed upon the expiry of such
term. The Company has implemented an effective mechanism
regarding the appointment of new Director. The Nomination and
Remuneration Committee will first discuss the matters in relation
to the appointment of new Director, and then present to the Board
as proposals, which will be subject to the approval at the general
meeting.

Director Nomination Policy

This Director Nomination Policy (the “Policy”) aims to: set out the
criteria and process in the nomination and appointment of directors
of the Company; ensure that the board of directors (the “Board”)
of the Company has a balance of skills, experience and diversity of
perspectives appropriate to the Company; and ensure the Board
continuity and appropriate leadership at Board level.

In evaluating and selecting any candidate for directorship, the
following criteria should be considered by the Nomination and
Remuneration Committee and/or the Board: character and integrity.
Qualifications including professional qualifications, skills, knowledge
and experience that are relevant to the Company’s business and
strategy, and the potential contribution to the Board from the
diversity aspects under the Board Diversity Policy. Any measurable
objectives adopted for achieving diversity on the Board. Willingness
and ability to devote adequate time to discharge duties as a
member of the Board and Board committee(s) of the Company.
Meanwhile, in order to meet the Board Diversity Policy, the
Nomination and Remuneration Committee and/or the Board may
also conduct a wide search for candidates who are in the interests
of the Company.
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Nomination Process of the Appointment of New Director

1. The Nomination and Remuneration Committee and/or the
Board should, upon receipt of the proposal on appointment
of new director and the biographical information (or relevant
details) of the candidate, evaluate such candidate based
on the criteria as set out above to determine whether such
candidate is qualified for directorship.

2. If the process yields one or more desirable candidates, the
Nomination and Remuneration Committee and/or the Board
should rank them by order of preference based on the needs
of the Company and reference check of each candidate (where
applicable).

3.  The Nomination and Remuneration Committee should then
recommend to the Board to appoint the appropriate candidate
for directorship (where applicable).

4. For any person that is nominated by a shareholder for election
as a director at the general meeting of the Company, the
Nomination and Remuneration Committee and/or the Board
should evaluate such candidate based on the criteria as set
out above and, where appropriate, make recommendation to
shareholders in respect of the proposed election of director at
the general meeting.

The Company has entered into a service contract or a letter of
appointment with each of the Directors (including non-executive
Directors) and the Supervisors. The service contracts and the letters
of appointment are for a term of three years.

Regular Board Meetings

In accordance with the Articles of Association, the Board should
hold no less than four regular meetings annually, to be convened by
the chairman of the Board. Notices of not later than fourteen days
will be given for all regular Board meetings to provide all Directors
with the opportunities to attend and include matters in the agenda
for a regular meeting.
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For other committee meetings, the meeting notices, the agenda
and accompanying Board papers are dispatched to the Directors
or committee members within reasonable timeframe to ensure that
they have sufficient time to review the papers and be adequately
prepared for the meetings.

Board meetings shall be held only if more than half of the Directors
are present, except for when the Board is considering the matters
of connected transaction as provided for under the Articles of
Association.

Minutes of the Board meetings and the committee meetings will
be recorded in sufficient detail the matters considered by the
Board and the committees and the decisions reached, including
any concerns raised by the Directors. Draft minutes of each Board
meeting and committee meeting are/will be sent to the Directors for
comments within a reasonable timeframe after the date on which
the meeting is held.

For the year ended 31 December 2023, 6 Board meetings were
held to review various matters within the scope of duties of the
Board, such as annual results, interim results, financial reports, and
the attendance of the individual Directors at these meetings is set
out in the table below (each of the Directors who did not attend the
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Board meeting had authorized other Directors to attend and vote at ENFEESSURR)
the Board meeting):

Attendance/
Number of
Name of Directors Board Meeting Held
HEBETZ
EEnE EZESRNE
Mr. Zhang Jun RE A 6/6
Mr. Zhang Guoxiang ok B #E 5L A 5/6
Mr. Cui Weilan ERRTE 6/6
Ms. Liu Jiaoyang RIS T 6/6
Ms. Liu Tingrong Bl s+ 6/6
Ms. Wang Fangfei EFERL 6/6
Mr. Feng Yongxiang IS oK FE S A 5/6
Mr. Liu Bolin ZEREE 4/6
Mr. Cao Ziwei BErEEAE 6/6
Mr. Li Wei FEEE 6/6
Mr. Hu Yuntong AfaB L& 6/6
Mr. Xu Hongcai AT Rt 6/6
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For the year ended 31 December 2023, 2 general meetings of the
Company were held and the attendance of the individual Directors
at the meeting is set out in the table below:

H E2023F12A31H I FEHMB A A

AERIT2RBERARE - ERIEFHFEK

RRENBEREN TR

Attendance/

Number of

General Meetings

Name of Directors Held
HE BETZ

BEEnE BRRKXERE
Mr. Zhang Jun RE L L 1/2
Mr. Zhang Guoxiang RS A 2/2
Mr. Cui Weilan ERETE 2/2
Ms. Liu Jiaoyang 2B m Rt 2/2
Ms. Liu Tingrong RE e+ 2/2
Ms. Wang Fangfei FEFEXLT 2/2
Mr. Feng Yongxiang KRS E 2/2
Mr. Liu Bolin BlEREE 2/2
Mr. Cao Ziwei BErEEAL 2/2
Mr. Li Wei FREE 2/2
Mr. Hu Yuntong tRFR A 2/2
Mr. Xu Hongcai A kA& 2/2

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules as the code of practice
for carrying out securities transactions by the Company’s Directors
and supervisors. Having made specific enquiry with all the Directors
and Supervisors, they have confirmed their compliance with the
relevant standards stipulated in the Model Code for the year ended
31 December 2023.

Hanhua Financial Holding Co., Ltd.
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Duties performed by the Board and management

The Board shall report to the general meeting and exercise the
following powers, including: approval and monitoring of all policy
matters, overall strategies and budgets, internal control and risk
management systems, material transactions (in particular those that
may involve conflict of interests), appointment of Directors and other
significant financial and operational matters.

Directors could have recourse to seek independent professional
advice in performing their duties at the Company’s expense and are
encouraged to access and to consult with the Company’s senior
management independently.

The daily management, administration and operation of the Group
are delegated to the senior management. The delegated functions
and responsibilities are periodically reviewed by the Board.
Approval has to be obtained from the Board prior to any significant
transactions entered into by the management.

CORPORATE GOVERNANCE FUNCTION

The Board is responsible for determining the policy for the corporate
governance of the Company and performing the corporate
governance duties as below:

1.  To develop and review the Company’s policies and practices
on corporate governance;

2. To review and monitor the training and continuous professional
development of Directors and senior management;

3. To review and monitor the Company’s policies and practices
on compliance with all legal and regulatory requirements (where
applicable);

4. To develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the employees and
Directors; and

5.  To review the Company’s compliance with the Code Provisions
and disclosure in the Corporate Governance Report.

SRERRE

EEeNEEETEMNEE

E=ZQUBRRARGEE TR TIIBE:
BEHEREE —VYRESEHE BEX
EEE AREEMEREERS &
ARG (FRHRAURESMNEERE)
ZEEENHEMTIEMBREESEE

EERBRTRSBAERAISKBIEE
BER -BRBAA _J7¥<Tfk o 1% 55 IR A% BX B
AARNASRERBEETE LA

AEBNHEEE THEAEER TS
Z& BEAE BER &Hﬁhﬁﬂﬁ%
HNMJ EREFVEMNEARR

mﬁm SEEGHE

R EABAE

EERAMHFARAZEEERRR

YETATERERBS

1 BIERRSARRNEREENRK
REER:

2 RALKEREERSREEEBNE

AR FEEERRR:

3 BAKEERARANEELERN
BRBEAREAINENR:

4 HlE RAREREAREENRE
ENRTENRARFTM: &
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The Company has established a formal and transparent procedure
for formulating policies on remuneration of Directors and senior
management of the Group. Details of the remuneration of each of
the Directors for the year ended 31 December 2023 are set out in
note 7 to the financial statements.

The details of the senior management are disclosed in the section
headed “Directors, Supervisors and Senior Management” in this

report.

Remuneration paid to the senior management (including three
Directors) for the year ended 31 December 2023 is as follows:

Remuneration Range (RMB)

EEREREEENHMH

RRARERHEARAEEESEEaRE R
EHIMAMBERE Y EXN R EBRHENE
Fro# E2023F12A31HILFE &=
ENFTNF BRI BHRERMFT

BREEENFAENBRERARSE (&
= EENSREEE] -

HZE2023F12A31BLFE O F 5
BEEE (BEZRES)WHFIOT :

Number of People

FHER (AR AH
Up to 1,000,000 1,000,0007T J2 AT 3
1,000,000 to 1,999,999 1,000,0007T £1,999,9997T 4

DIRECTORS’ LIABILITY INSURANCE

The Company has arranged appropriate insurance in respect of
legal action against the Directors.

BOARD COMMITTEES

Audit Committee

For the year ended 31 December 2023, the Audit Committee
comprises three Directors, namely Mr. Hu Yuntong (independent
non-executive Director), Ms. Li Wei (independent non-executive
Director) and Mr. Liu Jiaoyang (non-executive Director). Mr. Hu
Yuntong is currently the chairman of the Audit Committee.

Hanhua Financial Holding Co., Ltd.
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The main responsibility of the Audit Committee is to facilitate
the communication, supervision and verification in respect of
the Company’s internal and external auditing. Its main functions
and powers are, including but not limited to, proposing the
appointment or replacement of the external auditors, considering
and making suggestions on their remunerations, resignation
or dismissal; overseeing the Company’s internal audit system
and its implementation, and reviewing the Group’s financial and
accounting policies and practices; auditing the financial information
of the Company and its disclosure; reviewing the Company’s
financial monitoring, internal monitoring and risk management
systems, auditing material connected transactions, ensuring that
the management has fulfilled its duties to establish an effective
internal control system; examining the Letter of Audit Description
provided by the external auditors to the management, any material
queries raised by the auditors to the management in respect of
the accounting records, financial accounts or monitoring systems
and the management’s response; and formulating whistle-blowing
policies and systems, etc..

The written terms of reference of the Audit Committee are available
on the websites of the Hong Kong Stock Exchange and the
Company.

For the year ended 31 December 2023, 4 meetings of the Audit
Committee were held to review various matters within the scope of
duties, such as annual results, internal reports.

The attendance of the Audit Committee members is set out in the
table below:

SRERRE

*ﬁﬁéﬁ\ﬁ LB ARA A INEEE

JMEL BMZETIE-EXBRE
B iR i%%%%%ﬁ%% BER

PN/ ﬂﬁ@WﬁB%a+%'JE&EEE@’*E&aT
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Fr e N A BB Al &R o
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Attendance/
Audit Committee

Name meetings held

HE BETZ
HmE BENNEEEERNH
Mr. Hu Yuntong tRFR A 4/4
Mr. Li Wei FREEE 4/4
Ms. Liu Jiaoyang Bl e 4/4
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NOMINATION AND REMUNERATION COMMITTEE

For the year ended 31 December 2023, the Nomination and
Remuneration Committee comprises three Directors, namely
Mr. Cao Ziwei (independent non-executive Director), Mr. Zhang
Guoxiang (executive Director) and Mr. Xu Hongcai (independent
non-executive Director). Currently, Mr. Cao Ziwei is currently the
chairman of the Nomination and Remuneration Committee of the
Company.

The main responsibility of the Nomination and Remuneration
Committee is to assist the Board to formulate the recruitment
procedures and assessment standards for Directors and senior
management of the Company and conduct preliminary assessment
on the qualifications and conditions of candidates to be appointed
within its area of competence; study and formulate the remuneration
plans, performance appraisal systems and incentive schemes of
Directors, supervisors and senior management of the Company,
make suggestions to the Board and supervise the implementation
of plans and systems.

The written terms of reference of the Nomination and Remuneration
Committee are available on the websites of the Hong Kong Stock
Exchange and the Company.

For the year ended 31 December 2023, 1 meetings of the
Nomination and Remuneration Committee were held to review
various matters within the scope of duties, such as review of the
structure, size and composition of the fourth Board of Directors of
the Company.

The attendance of the Nomination and Remuneration Committee
members is set out in the table below:

REEFWNEES

HE2023F12A31HILFZ 25 #H 5
MEZEem=—RERMAKR KBA EFT
BEAE(BUERNTES) REFXE
(TES) B AHE (B IEHRT
BE) EFBRALLEBAMALARQRIREHE
FMEE e XTI

RABEFHNZEeNIEZEBERBYE
EERTARAEET SHREREAEN
BEREFMEE HBRERTAENTESA
BHGEHETISEZ B RBETE
ZE EENMARASREREABE B Z N
AR -EREZGEAREB AR AE
EgRIEZ TEEFRAHNENE
i

REEFHZEEeNEORERENE
BE R PT MAN R B BRI ER -

HE2023F12A31BItFEHME 24
HEFHEZEGHBTIANGH BEH
NEEEoL#E ASNAKBESE
MEIH o

REEFHZEGREHEEINER
N T

Attendance/Number
of Nomination
and Remuneration

Committee

Name meetings held
HE BRETRESHR

A FHEEEERRE
Mr. Cao Ziwei BrEAE 2/2
Mr. Zhang Guoxiang ok B S A 2/2
Mr. Xu Hongcai AT T 2/2

Hanhua Financial Holding Co., Ltd.
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Board Diversity Policy

The Company believes that the diversification of the Board
is beneficial for enhancing the performance of the Company.
Therefore, the Company has established the “Policy on
Diversification of Members of the Board” to ensure that when
determining the composition of the Board, the Company will
consider the diversification of members of the Board from various
aspects, including but not limited to age, gender, cultural and
educational background, professional experience, skills and
knowledge. All appointments to the Board shall follow the principle
of meritocracy, taking into account objectively the benefits of
diversification of members of the Board when considering the
candidates. The candidates of the Board are selected based on
a range of diversified perspectives, including but not limited to
age, gender, cultural and educational background, professional
experience, skills and knowledge. As at the date of this report, the
Board had three female Directors. The Board targets to maintain at
least the current level of female representation and will continue to
seek opportunities to increase the number of female Directors as
and when suitable candidates are identified.

The Nomination and Remuneration Committee will disclose the
composition of the Board annually in the “Corporate Governance
Report” and monitor the implementation of the policy. The
Nomination and Remuneration Committee will review the policy
when appropriate to ensure the effectiveness of the policy.
The Nomination and Remuneration Committee will discuss any
amendment that may need to make and make recommendations to
the Board for approval.
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Strategic Investment Committee

For the year ended 31 December 2023, the Strategic Investment
Committee comprises three Directors, namely Mr. Li Wei
(independent non-executive Director), Mr. Zhang Guoxiang
(executive Director) and Mr. Cui Weilan (executive Director).
Currently, Mr. Li Wei is the chairman of the Strategic Investment
Committee.

The primary responsibilities of the Strategic Investment Committee
are to examine and advise the Board on our long-term development
strategies and major investment decisions.

The written terms of reference of the Strategic Investment
Committee are available on the websites of the Hong Kong Stock
Exchange and the Company.

For the year ended 31 December 2023, 1 meeting of the Strategic
Investment Committee was held to review the motion on “Digital
Technology Company Programme of Hanhua Financial Holding”.

The attendance of the Strategic Investment Committee members is
set out in the table below:

BHREZES

HE2023F12A31B I FE B WK E
LFEEH-REFHR KEA TEXL
E(BTERTES) REFELEE (3
TES) ERELE (RTESR) &
SEEBRABBIEEZES T

BHREEZEENIERERUALRA
FHZERBBANEARERARETHE
YRAEESRHZS

BRRKEZBEENEDMBRERENER
B P R AN A BB R HER -

E%%zomﬁmﬂsmiiﬁ&ﬁ?ﬂ By B
REZEEHBTIRSFH TR
CHEDIERND ﬁﬂﬁ"i%{%ﬂ&&
REIFTR) MER-

51%

BREEZEENEHFESRANBRE
RT&:

Attendance/

Number of Strategic

Investment

Committee

Name meetings held
HiE/ TETERE

& REZEEERNRH
Mr. Li Wei FREE 1/1
Mr. Zhang Guoxiang o B4 o A 1/1
Mr. Cui Weilan EREKE 1/1

Hanhua Financial Holding Co., Ltd.
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The Risk Management Committee

For the year ended 31 December 2023, the Risk Management
Committee comprises three Directors, namely Mr. Cui Weilan
(executive Director), Mr. Zhang Guoxiang (executive Director) and
Ms. Liu Tingrong (Non-executive Director). Currently, Mr. Zhang is
the chairman of the Risk Management Committee.

According to the “Rules of Procedures of the Risk Management
Committee of Hanhua Financial Holding Co., Ltd.”, the primary
responsibilities of the Risk Management Committee are to
provide professional advice to the Board or making decisions on
professional matters according to the authority of the Board in
relation to the risk management.

The written terms of reference of the Risk Management Committee
are available on the websites of the Hong Kong Stock Exchange
and the Company.

For the year ended 31 December 2023, 1 meeting of the Risk
Management Committee was held to review the internal control
evaluation report.

The attendance record of the Risk Management Committee
members is set out in the table below:

SRERRE

EREEESS

HZE2023F12A31RILEE - ABERE
ZEeH-_RESEHAR KEA ERA
EE(NITES) REFELE(RITE
F)RBNEERLZ T (ENITES) -ER
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Attendance/Number of
Risk Management

Name Committee meetings held

HE BRTARER
& ZEESRNE
Mr. Cui Weilan ERETE 1/1
Mr. Zhang Guoxiang RS A 1/1
Ms. Liu Tingrong RE L+ 1/1
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DIVIDEND POLICY OF THE COMPANY

The dividend policy was adopted pursuant to the resolution passed
by the Board of the Company on 12 December 2018.

Principle of profit distribution

The Company shall attach importance to the reasonable returns to
investors and adopt consistent and stable profit distribution policy.

In deciding whether to propose a dividend and in determining the
dividend amount, the Board will take into account the Group’s
earnings performance, financial position, investment requirements
and future prospects.

On the premise of meeting the day to day capital requirements,
predictable important investment plan or significant cash
expenditures, the Board can, in accordance with the operating profit
and cash flow of the current period, advise whether to distribute
dividend and the specific scheme shall be submitted to the general
meeting of the Company for approval after being reviewed by the
Board.

The Company adopts a combination of cash, shares or cash and
shares for profit distribution and gives priority to profit distribution
in cash. The Company will handle relevant matters on withholding
and payment of tax when distributing dividends in accordance with
relevant laws and regulations for the time being in force and relevant
requirements on taxation in the PRC.

Hanhua Financial Holding Co., Ltd.
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DIRECTORS’ RESPONSIBILITIES FOR
FINANCIAL REPORTING IN RESPECT OF
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for preparing
the financial statements of the Company for the year ended 31
December 2023 which give a true and fair view of the affairs of the
Company and the Group and of the Group’s results and cash flows.

The senior management has provided to the Board such
explanation and information as are necessary to enable the Board
to carry out an informed assessment of the Company’s financial
statements, which are put to the Board for approval. The Company
provides all members of the Board with monthly updates on the
Company’s performance, positions and prospects.

The Board is not aware of any material uncertainties relating to
events or conditions which may cast significant doubt upon the
Group’s ability to continue as a going concern.

The statement by the auditors of the Company regarding their
reporting responsibilities on the consolidated financial statements
of the Company is set out in the Independent Auditor’'s Report on
pages 127 to 137 of this report.

CHANGES OF MEMBERS OF SENIOR
MANAGEMENT

As at the date of this report, details of the Senior Management
are set out under the section headed “Directors, Supervisors and
Senior Management” of this report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board recognizes its responsibilities in relation to monitoring
the risk management and internal control system of the Company.
It also performs supervision and inspection on the effectiveness of
the risk management and internal control system through the Risk
Management Committee and the Audit Committee on an annual
basis. Risk management and internal control system are designed
to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss.
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The Board has set up the Risk Management Committee, which is
responsible for providing professional advice on risk management
to the Board and making decisions on professional matters in
relation to risk management under the authorization of the Board.
The Risk Management Committee categorizes and streamlines the
strategic risks, financial risks, operational risks and legal risks which
potentially arise from operation of the Company, and assigns the
duties of monitoring, initial assessment, formulating risk response
strategy, implementation of strategy and alert of risk to different
functions and departments. These functions and departments will
then carry out initial risk information collection and risk assessment,
while the internal control and audit department and the senior
management of the Company will supervise and improve the risk
management, and report to the Risk Management Committee as
necessary.

Based on the business nature of the Company, the Company
established the risk management special committee at its subsidiary
level, which focused on the management of business risks such
as operational risks under the supervision of the Risk Management
Committee of the Board. The risk management special committee
has three tiers and six regional risk review centres, which
substantially optimize and reform the control procedures of credit
risks, operational risks and legal compliance risks according to
the principles of separation of front, middle and back offices
and effective supervision and control. The risk management
special committee also formulates regulatory documents such as
the standard operating procedure and measures for managing
operational risks, with a view to establishing an internal control and
risk management system covering our whole business process. The
business department collects raw information on risk and conducts
risk assessment; the risk management department formulates
business risk strategy and raise business risk resolutions; and the
internal control and audit department and the senior management
of the Company are responsible for relevant supervision and
improvement work, and, where necessary, report to the Risk
Management Committee.
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The Group carries out communication in a timely manner regarding
the identified major internal control flaws and prudently assesses
potential risks. The responsible department shall propose relevant
corrective actions and obtain approval from the senior management
prior to the implementation. The senior management and the
internal control and audit department monitor the implementation
status and ensure timely and proper remediation of relevant
monitoring flaws.

The Group has formulated the policies and procedures for handling
and disclosing inside information, which are set out in the section
headed “Management of Inside Information and Insiders” of the
Administrative Rules for Information Disclosure of Hanhua Financial
Holding Co., Ltd. ( CHZESERNHER A FMEEREEERINE) ).
The information and date to be disclosed shall be properly reviewed
and approved by the Board to ensure its timeliness, accuracy,
sufficiency and effectiveness, and shall be closely monitored after
disclosure.

The Board has set up the Audit Committee, which is responsible
for reviewing the Company’s internal control, ensuring that the
management has fulfilled its duties to establish an effective
internal control system, and proactively or, as delegated by the
Board, conducting analysis of key investigation findings and the
management’s response in relation to relevant internal control
issues.

The Risk Management Committee and the Audit Committee,
in collaboration with the Company’s internal control and audit
department, have carried out a comprehensive assessment and
review on the system building and implementation particulars of
the Company’s internal control and the effectiveness of its risk
management system for 2023. The Board considers that those
systems are effective and adequate. Such review shall be performed
at least once per year and shall cover relevant year(s).
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AUDITORS’ REMUNERATION

For the year ended 31 December 2023, the total remuneration paid
or payable to the Company’s auditors, KPMG and other accounting
firms, for audit and audit related services amounted to a total
of RMB7.5 million, and amounts paid for non-auditing services
amounted to RMBO0.3 million, totaling RMB7.8 million.

An analysis on the remuneration paid or payable to KPMG, and
the remuneration paid or payable to other accounting firms for the
provision of annual auditing services to the Company’s subsidiaries
is as follows:

Services by the Auditors

=B ET N &

HE2023F12A31HILFE REZHBE L
ZEMBERKENRENS TARRG MK
HMETHESHMEHAMREMEEAD
EBMNMEeEEAEARBTSEE L
MIERBREENFTAREOIEEL &
HAEAR®E7TSEET-

ENSENTEFSHEAMELALR

TEMBARREFEENREHEM
SR EBAM S METINT

Amount (RMB)

BEENREER SHE(ARY)
Auditing service: ZE R

Annual auditing services FEZERB 7,500,000
Non-auditing services: FEZE R

Other audit related services HME AN RS 300,000
Total HEt 7,800,000

COMPANY SECRETARY

The company secretary of the Company are responsible for advising
the Board on corporate governance matters and ensuring that the
Board policies and procedures, and the applicable laws, rules and
regulations are followed. Mr. Ren Weidong has been appointed as
our company secretary on September 2018.

Mr. Ren has undertaken not less than 15 hours of relevant
professional training in compliance with Rule 3.29 of the Listing
Rules for the year ended 31 December 2023.

Hanhua Financial Holding Co., Ltd.
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Corporate Governance Report

RELATIONSHIP WITH SHAREHOLDERS AND
STAKEHOLDERS

The Company considers that effective communication with
shareholders and stakeholders are essential for enhancing investor
relations and understanding of the Group’s business, performance
and strategies. The Company also recognises the importance of
timely and nonselective disclosure of the Company’s information,
which will enable shareholders and investors to make informed
investment decisions. The Company has also issued notices,
announcements, circulars, interim and annual reports to keep
shareholders informed of the latest development of the Company.

The Company has maintained continuous close relationship with
stakeholders, including customers, employees, suppliers, regulatory
authorities and the public. The Company devoted to balance the
opinions and interests of the stakeholders through constructive
communication, so as to set the long-term development direction
for the Company and the regions where our business operates.

Taking Haier Electronics, the major strategic cooperation customer
of the Company’s supply chain financial business, as an example.
Established in 1984, Haier Group is one of the world’s largest
manufactures of household electronic appliances and has a large
number of distributors in China. Since 2012, Haier Finance Co.,
Ltd. has established business relationship with Hanhua Guarantee,
a subsidiary of the Company, for the provision of supply chain
financial services to distributors of the distribution channel of Haier
Group, and has maintained such business cooperation for over
eleven years. Despite the close relationship with Haier Group, Shell
Oil and other major customers, the Company holds a firm position
on adopting the same credit requirements as other customers and
makes provision according to industry regulations. The Company
is aware that the risks in cooperating with major customers mainly
arise from their operating risks, hence it does not fully rely on the
credit of the major customers, rather, it applies strict screening on
SME borrowers through credit rating system so as to diversify the
operating risks of its major clients.

On 20 June 2023, the Annual General Meeting of the Company
in 2022 considered and approved the proposal in relation to the
amendment of the Articles of Association. The latest version of
the Company’s Articles of Association has been published on our
Company’s website (www.hanhua.com) and the Hong Kong Stock
Exchange website, respectively.
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Environmental, Social and Governance Report

RIR HERERES

REPORTING PERIOD AND SCOPE

This is an annual report prepared by the Company, together with its
subsidiaries to fulfil the requirements of the Environmental, Social
and Governance Reporting Guide contained in Appendix 27 to the
Listing Rules. This report covers the financial year from 1 January
2023 to 31 December 2023 (the “Reporting Period”), and aims to
provide investors with an overview of the environmental, social and
governance work of the Group (covering Chongging headquarters
region, excluding other branches in Mainland China and institutions
in Hong Kong region).

REPORTING PRINCIPLE

The Group has complied with materiality, quantification, balance
and consistency reporting principles in disclosing its Environmental,
Social and Governance performance for the Reporting Period.

Materiality — The Group pledges to carry out materiality assessments
to identify material environmental and social issues that have
major impacts on investors and other stakeholders when it has the
capacity to do so.

Quantitative — Key performance indicators (‘KPIs”) have been
established, and are measurable and applicable to make valid
comparisons under appropriate conditions; information on the
standards, methodologies, assumptions, and/or calculation tools
used, and sources of conversion factors used, have been disclosed
when applicable.

Balance — The Report presents the Group’s performance during
the Reporting Period in an impartial manner, avoiding choices,
omissions or presentation formats that may unduly influence
readers’ decisions or judgements.

Consistency — Consistent statistical methodologies and presentation
of KPIs have been used to allow meaningful comparisons of related
data over time.
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Environmental, Social and Governance Report

The Company strictly complies with applicable laws and regulations
including the Company Law of the PRC and the Hong Kong
Companies Ordinance. It is committed to maintaining high-level
corporate governance. It makes decisions and plans through
professional committees under the Board and relevant professional
committees and special work teams under the management
of the Company. It has also established rules and systems
regarding human resources management, financial resources
management, technological resource management, information
resource management, corporate culture building and risk control
and management, so as to form a common code of conduct for
employees, provide guidelines for daily work, and ensure that the
Company’s operation meets the requirements of safety, efficiency,
green and harmony in terms of systems, resources and personnel.
Please refer to the Corporate Governance Report in the 2023
Annual Report for details of corporate governance of the Company.

VISION AND STRATEGY OF ENVIRONMENTAL,
SOCIAL AND GOVERNANCE

As an enterprise dedicated to offering comprehensive financial
services, our vision in environmental, social and governance is to be
a model for the inclusive financial industry in China.

In terms of social responsibility, we are committed to providing
inclusive finance and serving SMEs and individuals, and constantly
expanding the scale and scope of our services. In terms of
environmental practice, we strive to implement office “digitalization”,
advocate environmental protection and reduce environmental
costs. In terms of corporate governance, we actively improve our
corporate rules and systems and strengthen risk management and
compliance management. We integrate corporate environmental
and social responsibility considerations into business decisions.
In realizing our vision and making business decisions, we adhere
to the principles of credibility and sustainability, and balance the
benefits of all parties involved.
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RIR HERERES

The Company will continue to improve its strategies in respect
of environmental, social and governance in the future. We have
established regular communication mechanism with our major
stakeholders to timely understand their expectations and allow
them to provide feedback to us so as to improve the Group’s
management of environmental, social and governance.

ARERARBEBTEBERENERR
GRERATHNKE - HMEFEZNE
MHEEREL T EHEBRS KRR
il PTEY EAEE - 3 33 P9 1) BRI B i 8B -
UHREEEERRE HEFRETHED
B o

Major stakeholder Communication channel

FTEFBERS BERR

Regulators Respond to the nation’s call and implement regulatory policy
BB ZREBARGA BEEEIR

Enhance operational and management performance

RITREEREN

Support the development of real economy

XRERBEEERR

Implement the requirements of regulators

REEEMBENX
Regular report

E BRRE 3 T 1%
Investors Annual/interim results presentations on a regular basis
KREE THRENFE HPHERRME

General meeting to update investors on our operation
BHRIRE RS BHIREEHQRIEL OBRR
Website maintenance to ensure investors’ timely access
to the latest information of the Company
HEARDNFRY REREE RKERNARRRKFELS

Routine research, interaction and visit

HEARRBFW BEEED

Employees Induction training to encourage exchange between

8T new recruits and department heads
HEIMIBEARR

FERE T ARSI EBHET

Conclusion meeting and annual spring meeting on a regular basis

THRERTHEEESEMITFS

Attend meetings, seminars and training sessions organized by external parties
SEMERBRRNSH  ER H

Performance management evaluation

B E B AT

Hanhua Financial Holding Co., Ltd.
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Major stakeholder

RS HERERHS

Communication channel

FEFNZERS BERK
Customers Website, official WeChat account and other online channels
LS Wb - MEARKREEHERE
Customer visit and site visit
EERF #ETIHEEER
Seminar, conference and appreciation meeting
@ Mg EHg
Community Promoting financial literacy
b FR:HUE

Industry peers

BES: 251

Partners

BIERH

Active donation

TE 1R 2 B4R R

Assistance to the disadvantaged groups
P NIEEERicd: ]

Participation in voluntary service

B IR 75 R AR 7%

Attending trade associations and industry forums
MATTE RS 2 MITERE
Visiting and inspecting industry peers

FRERAFD ER

Centralized procurement in an open, transparent and fair manner
AR CER - AEMERIRE
Procurement management system combining online and offline channels

ER BRTHEENRBEERSR
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RE -HERE

A E

KEY PERFORMANCE INDICATORS BRENERE
Performance indicator Amount Unit
BRER S BE BN
Economic responsibility Total assets 13,162 RMB’ million
KEBEERME BEER ARBAETT
Net profit 24 RBMB’ million
D ARBEBEET
Owner’s Equity 7,932 RMB’ million
A E#ER AREAET
Effective tax 69 RMB’ million
BB ARBAETT
Environmental responsibility Vehicle emission 21.33 kg
RREML MERHERE T
Total greenhouse gas emission 524,944.37 kg
mERBHNASE Fr
Power consumption 736,934.53 KWh
REE FREE
Water consumption 50216 md
FEKE oK
Paper consumption 1.57 tons
o= T8
Social responsibility Total number of employees 713 people
nHeiE BB 8 A
Percentage of female employees 50 %
wtEE LT %
Percentage of employees with 84 %
a bachelor’s degree or above
AE R EEERL %
Training hours of employees 7,427 hours
& B il & /N
Satisfaction of training 100 %
EEBEIMEE %
88 Hanhua Financial Holding Co., Ltd.
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Environmental, Social and Governance Report

For various issues of environmental, social and governance,
the Company ranked the issues of importance to the business
and the importance to investors, and identified the following 15
materials issues in this assessment, which have been stated
in this report: vehicle emission, total greenhouse gas emission,
power consumption, water consumption, paper consumption,
employment, health and safety, development and training, labor
practices, supply chain management, product responsibility, anti-
corruption, community, internal control, risk management.

A.

ENVIRONMENTAL PROTECTION

In compliance with the provisions under the Environmental
Protection Law of the PRC, the Securities and Futures and
Companies Legislation (Uncertificated Securities Market
Amendment) Ordinance 2015 and other applicable laws and
regulations, the Company actively adopts measures to improve
environmental management and encourages staff to reduce
pollution and waste during work to minimize the environmental
impact of the Company’s business as well as its products
and services, with a view to protecting and improving the
environment, reducing pollutant emissions and promoting
ecological civilization.

As most of the Company’s operation is office-based, the
Company is committed to minimizing the impact of office
impact on the environment by means of green office initiatives.
In terms of energy efficiency targets, the Company strives for
its energy use not to be significantly greater than the average
of its main operating regions. The measures adopted by the
Company include:

For the construction of weak current systems in branch
offices, the Company widely adopted environmentally-
friendly materials to maximize the utilization of materials and
reduce material waste and loss. We adopted low-energy and
information-based office devices, and ensured compliance
with operational specifications to extend their service life. New
integrated computer rooms, smart office platforms and other
new products are used to achieve energy saving and emission
reduction in the office area.

RS HERERHS
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We further increased office automation and established
collaborative office platforms and various office systems
such as business management system, human resources
management system, financial management system, capital
management system, reimbursement system and knowledge
management system, with a focus on improving the credit
and standard finance business platform, partnership finance
business platform, data analysis and management platform
and private cloud infrastructure platform, so as to establish
standard management procedures to boost operational
efficiency.

The Company has designated the Canteen Management
System and Office Equipment Management System to
actively respond to the national green and low-carbon policy,
vigorously advocate green office, set the goal of low-carbon
operation, and create a green and environmentally friendly
working environment.

We promote paperless office practices through introduction of
company-wide office automation. We encourage double-sided
printing to reduce paper consumption and the use of durable
items and recyclable and reusable items instead of disposable
office items, and recommend our employees to use video
and telephone conferencing for offsite meetings to reduce
consumption arising from the accommodation and travel of
employees participating in the meetings. The temperature is
not to be lower than 26 degrees Celsius during the cooling
period, and the temperature is not to be higher than 22
degrees Celsius during the heating period. We advocate for
employees to develop environmentally-friendly habits such
as turning off the lights when not in use, saving water, and
turning off air conditioners after meetings or office hours. We
encourage civilized dining, rigorously enforce frugal spending,
oppose food waste, do not provide luxurious dishes, prohibit
the consumption of protected wild animals, and focus on
guiding our employees to develop good habits of cherishing
and saving food.

Hanhua Financial Holding Co., Ltd.
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Environmental, Social and Governance Report
RIE - HERERRE

As at 31 December 2023, the Company’s key environmental
data (covering Chongqing Headquarters region, excluding
other branches in Mainland China and institutions in Hong

#H £2023%F12A31H KA AR IE
RSB (REERESE T8
FEREAMEMD R RS

Kong region) are as follows: EHEE) AT :

Name Unit 2022 2023
=% B 20224 2023
Greenhouse Gas Emissions and

Intensity From the Headquarters'
ARERERREHREREE
Vehicle emission kg 12,000 8,960
EHEK T
Canteen natural gas emission kg 90 150
RERARRBIEN T
Emission from electricity consumption kg 550,231.43 515,833.54
BHEAEER T
Total greenhouse gas emission kg 562,323.12 524,944.37
BAEREYNE Fr
Total greenhouse gas emission intensity kg/m? of office area 55.3 54.7
BAERBEREE Fr/FHAREE@ME
Air Pollutant Emissions of the Official

Vehicles from the Headquarters?
REBMARAERR SRR E?
NOx kg 25.66 19.42
AA(EP(INOY T
SO kg 0.076 0.051
BAt¥(SO,) T
CcO kg 55.13 41.18
— &1t (CO) T
PM kg 2.5 1.86
RERLY) T
Resources Consumption and

Intensity from the Headquarters?®
BPEFREEERERE?
Total power consumption thousand kWh 70.37 73.69
HEH#E BE
Total power consumption intensity kWh/m? of office area 73.11 76.75
REBEERE B/ R OKEEEE
Total water consumption thousand ton 0.49 0.51
RKEE =i
Total water consumption intensity tons/m? of office area 0.51 0.53
RKEBEERE Mg S J5 oK SR E AR
Total natural gas consumption 10 thousand m?® 0.25 0.64
AARERES B K
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RIE-HERERRE

Name Unit 2022 2023
=x: By 20224 2023%F
Total natural gas consumption intensity mé/m? of office area 0.26 0.67
RKARBREBERE SR OREEEE

Total gasoline consumption (Vehicles) 10 thousand liters 0.49 0.38
AREERE (8) &7t

Total gasoline consumption intensity (Vehicles) liter/vehicle 2,450 1,900
AREERERE (RE) /i

Paper consumption tons 1.7 1.57
EERE L7

Non-hazardous Waste Generation and
Intensity from the Headquarters

BEBREBREYNELEEREE
Kitchen waste generation liter 25,000 22,380
BENIREESE FH
Intensity of kitchen waste generation liter/person 50 44.76
BERNREARE FAAUN
Note 1: Due to the business nature of the Company, the emission of g1 HBERAREEBRME RERBEHEK
greenhouse gases mainly comprises the emission as a result F ERETRENIR A AR PR BT B AR
of fuel combustion from mobile sources, i.e., greenhouse gas EREBHEM ATEMRER SR
emission of vehicles.
Note 2: Due to the business nature of the Company, exhaust emission i#2: ARARBIEREE BERIEKREE
mainly comprises vehicle emission. IR TEMBER
In 2023, total mileage of vehicles was approximately 21,696.13 km 2023 F EHWMTRHRBRERNA
and gasoline consumption was 3,750.1 liters. 21,696.13 2 & B # /7 = /&3,750.1
AFte
All the Company’s vehicles are light vehicles running on gasoline. AN R EERY AR TS £ RS0
The emission factors of nitrogen oxides (NOy), sulfur oxides (SOx) AR SHERE B O R EWNOYHE
and particulates are 0.885g/km, 0.0147g/liter and 0.0848g/km WEEK0.885%  NE FALD
respectively. (SONHE R Z 8 50.01475% /ATt B
R EE R $50.0848% R E -
The Company’ s vehicles are powered by unleaded gasoline. RNEBEEE RS TR ARE =
Emission factors of carbon dioxide (CO,), methane (CH.) and SAALH (CONHE N 8L A2.36T =,/ A
nitrous oxide (N,O) are 2.36 kg/liter, 0.000253 kg/liter and F++ B (CH.) BE IR #50.000253F
0.001105 kg/liter. 5/ R EAE B AN RE SR
0.001105F 52 /A Ft e
Note 3: As part of the real properties at the Chongging headquarters of the 23 HRARBEELITXHHWELEL
Company were leased to other parties as places of business, there HEmEGERMNAKEISFET BN
are difficulties in calculating the intensity of resources consumption BEEMHEEREANEEREZ (2
for each building (including water consumption intensity). BEREKERE) -
92 Hanhua Financial Holding Co., Ltd.
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Given that the Company is engaged in the financial business which
is office-based with low energy consumption and low pollution, the
environmental impact of the Company’s operation is mainly caused
by greenhouse gas emission from vehicles and indirect greenhouse
gas emission from electricity and water consumption. The Company
is not aware of any significant generation of hazardous waste, and
product packaging materials as a result of its operation activities. It
did not encounter any problems in sourcing water. The Company’s
non-hazardous waste is collected and disposed of by the property
management service company.

Based on years of historical experience over the years, there will not
be any major climate change in the place where the Company is
located and material climate-related issues will not have any impact
on the Company’s daily operations.

In 2023, the company has significantly reduced its car use, and
vehicles emissions are reduced by 3,040 kg. Water consumption
increased by 264.25 cubic meters compared to last year, and
electricity consumption increased by 33,178.1 kWh compared
to last year. The Company will continue to implement the above
measures on energy saving, waste recycling and reuse as well
as office automation, while proactively conducting studies on
implementing other environmental protection measures.

B. SOCIAL

The Company values talents and is devoted to recruiting
and retaining high-caliber employees for its own sustainable
growth. The Company values and treats the employees as
equals, safeguards their rights and offers them opportunities of
training and development, thus enabling employees to perform
to the best of their ability.

RS HERERHS
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1.

Employment and Labor Practices:

(1) Employment:

As at 31 December 2023, the Company had a total
of 713 employees (Full-time) in Mainland China and
Hong Kong. In terms of education background, 599
employees (84%) have bachelor’'s degree or above,
and 114 employees (16%) have received post-
secondary education and below. In terms of lines
of work, 351 employees (49%) are front-office staff,
and 362 employees (51%) are middle-office and
back-office supporting staff. In terms of age, 114
employees (16%) are aged 20-30; 423 employees
(59%) are aged 31-40; 132 employees (19%) are
aged 41-50; and 44 employees (6%) are aged 51
and above.

In strict compliance with applicable laws and
regulations including the Labor Law of the PRC, the
Labor Contract Law of the PRC, the Implementation
Regulation of the Labor Contract Law of the PRC,
the Law on Safeguarding Women'’s Interests and
Rights of the PRC and the Hong Kong Employment
Ordinance, the Company upholds the principle
of gender equality. As at 31 December 2023, the
Company had 384 male employees and 329 female
employees, with a gender ratio of 5:5.
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In the course of recruitment, the Company treats job
applicants equally and does not discriminate them
on the grounds of national origin, race, nationality,
gender, religion, age, sexual orientation, political
affiliation, marital status and other social identity. It
establishes employment relations based on legal,
fair and equal negotiation. In the course of day-to-
day management, the Company does not take into
consideration their national origin, race, nationality,
religion, age, sexual orientation, political affiliation,
marital status and other social identity in their
welfare, treatment and promotion.

In 2023, the employee dismissal/resignation rate
was 44%, covering employees who resigned
themselves and those dismissed by the Company
based on performance and competence. By gender,
the dismissal/resignation rates are 70% for male
employees and 30% for female employees.

By age group, the dismissal/resignation rates are
26% for employees aged 20-30, 55% for employees
aged 31-40, 15% for employees aged 41-50 and
3% for employees aged 51 and above.

The Company maintains strict compliance with
relevant national and regional requirements
for termination of employment relations. As to
employees’ voluntary resignation, the Company
negotiates with employees on an equal footing
and respects their decisions. Termination of labor
contracts, termination negotiation, dismissal and
other procedures are conducted in accordance
with laws. For dismissal due to employees’ violation
of laws, regulations and rules, the Company will
proceed as permitted by laws and regulations and
with reference to the Company’s “Employee Manual”.
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(2) Health and Safety:

The Company has always attached importance
to employees’ occupational health and safety. It
complies with applicable laws and regulations,
including the Labor Law of the PRC, the Labor
Contract Law of the PRC and the Implementation
Regulations of the Labor Contract Law of the PRC
in establishing and maintaining a safe, healthy and
people-oriented office environment to guarantee
employees’ interests and rights. From 2017 to 2023,
there was no case of work-related death or serious
injury.

According to the legal requirements of national and
regional governments, the Company practices a
working hour system of no more than 8 working
hours a day and no more than 40 hours a week.
Meanwhile, in the interest of staff’s work-life balance,
we safeguard their rights to reasonable leave and
provide them with various kinds of leave, e.g., public
holiday leave, statutory holidays, annual leave, marital
leave, maternity leave and paternity leave, nursing
leave, funeral leave, sick leave, absence leave and
work-related injury leave.

The Company attaches great importance to
organizational culture building and employee care,
promotes cultural cohesion through employee
care, and incorporates corporate values and social
responsibility into organizational culture. In 2023,
the Company implements and highlights employee
care activities in several aspects: through the
establishment of a digital communication platform,
blessings, interactions and special activities will
be pushed during the festivals such as Chinese
New Year and Mid-Autumn Festival, which makes
employees can get the corporate care by their
mobile phones and also enhance the stickiness
between employees and employees, and between
employees and the Company; the quarterly human
resources internal magazine will be issued to
convey the Company’s strategy and summarize
the industry trends. The multi-pronged approach
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puts the corporate culture on the ground and
effectively enhances employees’ sense of belonging,
responsibility and team pride.

In terms of the construction of the honor system, the
Company continues to carry out annual evaluation
of excellence, recognizing individuals and teams
that have made outstanding contributions and
excellent performance in the annual work, and
selecting outstanding employees, outstanding teams,
outstanding leaders, the best cases of innovation
and special contributors, etc. Through the multi-level
and diversified set of awards and the combination
of material rewards and spiritual incentives, the
Company stimulates the honor and pride of the team
and the individual, establishes a model of behavior,
looks up to the role models and releases the
enthusiasm of the work.

Organizational Development and Training:

In terms of organization management, the Company
has further restructured its development model in
a comprehensive manner, reshaped its business
ecology in a three-dimensional manner, and
systematically rebuilt its decision-making system,
organizational structure and market-oriented
mechanism. In terms of organizational restructuring,
it optimized the organizational structure of Hanhua
Financial holding and the Guarantee Group,
upgraded the middle and back-office functional
departments, restructured the business departments,
and adjusted the division of work among the senior
executives, which resulted in more agile actions and
more efficient decision-making. Meanwhile, based on
the principle of moderation and reasonableness, we
have implemented the organizational restructuring
and personnel optimization work to make the scale
of middle and back-office personnel more compatible
with the business model and management
structure, and the organizational ecology healthier
through stage-by-stage talent inventory and exit,
standardization of job configuration, centralization of
headquarters functions and other initiatives.
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In terms of employee development, the Company
introduced a new digital online learning platform
and continued to improve the digital management
of the learning platform, building a more mature
digital learning platform to enrich the experience
of employees and strengthen the participation
of all employees, helping to improve employee
performance and ensuring the effective control of
the Company’s training data. The combination of
online and offline, all-round penetration, encouraging
employees to use fragmented time to continue
learning, and making every effort to build a
learning organization: online courses “leading by
boss”, “theme learning columns”, live broadcasts
of business knowledge themes, the Company’s
library corner and other learning activities. The
digital learning platform combines new ideas of
Internet communication and promotes learning
activities through the Enterprise WeChat application
“‘My HR”, which realizes better, more efficient and
more satisfying learning and development needs
of employees. As of 31 December 2023, the
total number of learning hours of the Company’s
employees was 7,427, with 14 learning hours per
capita.

The percentage of employees received trainings in
2023 by gender: 55% male and 45% female; by
employee category: 60% general staff/supervisors,
22% department heads, and 18% general managers
or above.

The average training hours per employee by gender:
16 hours for male and 17 hours for female; by
employee category: 20 hours for general staff/
supervisors, 15 hours for department heads and 9
hours for general managers or above.
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Performance and remuneration and
benefits:

The Company combines the needs of organization
and business transformation, establish an open
and shared, pay-for-performance distribution
mechanism, fully mobilize employees’ subjective
initiative. Adhering to the principles of quantitative
goals, result-oriented, rewarding the excellent and
penalizing the poor, and being able to go up and
down, the Company has linked up the responsibility,
performance and salary, and the performance
determines the income; it has established the
mechanism of red, yellow, green and blue cards,
and the appraisal determines the mobility. The
Company was also actively exploring the partnership
model, which is a hierarchical division of power that
fully stimulates the enthusiasm of managers and
employees, realizing platform construction, career
creation and value sharing. The welfare system
continues to focus on employee health care, creating
a triangular protection system of social insurance,
health checkups and commercial insurance to
provide comprehensive and practical protection for
employees.

Labor Standards:

The Company strictly complies with the Labor Law
of the PRC, the Labor Contract Law of the PRC, the
Law on Safeguarding Women'’s Interests and Rights
of the PRC, the Law on the Protection of Minors
of the PRC, the Special Rules on Labor Protection
of Female Employees of the PRC, the Employment
Promotion Law of the PRC and other applicable laws
and regulations, as well as the local labor standards
where employees are located. In terms of personnel
recruitment, the Group complies with national and
local regulations and treats all employees equally
and fairly without discriminatory policies. In terms of
employee management, working hours and salary
and benefits are implemented in accordance with
relevant laws and regulations, and relevant reward
and punishment and daily management policies and
systems are clearly defined and communicated to
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the employees. Employees are encouraged to have
friendly communication with the Company. Prior to
the establishment of employment relations, it carries
out strict identity screening and has never hired
minors. The relationship between the Company and
employees is fair and equal. The employment of the
Company'’s staff is subject to laws and their consent.

Operation Practices:

(1) Supply Chain Management:

The Company is committed to building a responsible
supply chain, based on the principles of “seeking
truth from facts, supervising according to law”,
“openness, fairness and justice”, and “combining
supervision with work effectiveness” to build mutual
trust and win-win cooperation relationship with
suppliers.

In the process of evaluating suppliers, the Company
adheres to the combination of offline and online
methods, strictly controls the process, adopts
multiple comparison principles, and selects the
best suppliers. At the same time, the Company
attaches great importance to the social and
environmental responsibilities assumed by suppliers
and their performances. Under the same conditions,
priority is given to purchasing energy-saving and
environmentally-friendly products that have passed
environmental labeling product certification, energy-
saving product certification, or other certifications
recognized by the state.

In terms of banking, the Company has cooperated
with more than 50 banks to obtain credit lines for
credit guarantee business of more than RMB40
billion. The five largest cooperative banks of the
Group each provided 32% of the bank financing
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guaranteed by us, and the largest cooperative bank
provided 12.5% of the total financing guaranteed by
the Group.

In 2023, the Company is not aware of any major
actual and potential negative impacts caused by
any suppliers due to business ethics, environmental
protection and improper labor measures.

For office network, we selected China Unicom as
service provider. China Unicom has established
a “three-in-one” green management system,
including green concept, green practice and
green performance. It continued to implement
the Special Plan for Energy Conservation
and Emission Reduction for 2017-2023, and
formulated and implemented the “Special Action
for Cost Reduction and Efficiency Reduction” and
the “Special Implementation Plan for Pollution
Prevention and Control”. Meanwhile, it strived to
improve environmental management capabilities,
reduce greenhouse gas emissions, improve refined
management level, and established a long-term
mechanism for green development, contributing to
the prevention and control of pollution.

For office stationery, we selected Deli brand. As the
largest conglomerate specializing in office and school
supplies in China, Deli has engaged environmental
management experts as its environmental protection
consultants to inspect and rectify the environmental
protection treatment equipment, production process,
operation process, production materials and
emission standards at each business unit, after that
the aforesaid aspects will be monitored and tested
by its environmental officers all the time; the Group’s
production safety management office conducts
environmental hygiene supervision and inspection
on all units and records relevant information in the
standing books.
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RE-HE2RER

(2)

wE

In 2023, the Company was not aware of any actual
or potential significant negative influence due
to misconduct of suppliers in business ethnics,
environmental protection and labor measures.

Product Responsibility:

The Company is committed to providing outstanding
customer experience and ensuring that the provision
of products and services is legal, effective and safe.

The Company possesses a substantial amount of
information of corporate and individual customers
due to its business nature. Thus, it attaches great
importance to protecting customer information in
compliance with the Anti-Unfair Competition Law of
the PRC and other applicable laws and regulations
relating to health and safely, advertising, labelling
and privacy matters of products and services and
the redress method. It also adopted the following
protective measures:

Enhance customers’ self-protection awareness
and avoid information leakage from the source. In
the course of business promotion and processing,
we properly conduct warning of information
security so that customers are able to develop
clear understanding of the danger of information
security breach, learn how to strengthen information
protection and identify the authenticity of suggestive
information, and know about information theft and
how to deal with information leakage, etc.

Strengthen internal management to formulate a long-
lasting mechanism. On one hand, the Company
has optimized customer information management
mechanism, formulated standards for collection,
utilization and storage management of customers’
information and set limitation on operators’
access to information and contents according to
authorization and roles in the business system. The
Company keeps customers’ personal data properly
and forbids access by unrelated personnel. For

Hanhua Financial Holding Co., Ltd.
MESEZERBERIE

()

2023 E AR AW T H
BEEMEEEERmEE
155&5&1,%1% N& Tk
EEI Dﬁkﬁzfjéﬁﬁ(%\
%EWEE%EO

EmEE:
ARABBOIRBEEHENHE

FRk mEIAREHED
%DD%DHE%D/% ﬁ)&&

il
Hp

HRARAIEBMLE K
REBERETCEMNEA
EFPER RRIFEFTER
REEFPEELRZRR B
BT (PEARAMER
TEEBRRE) SEWE
mAMRBHREERTE -
BE EEILEREK
E/meﬁﬁ/fﬁg/j&_%E jl:
BIN T HE R TTIRE

EeEEFPASRERR
WRE LB REERE-
HETEBEE HED
ﬁﬁ MFEE L EHE

CEEFREERERRER
§1E%WF$~WHW
RESRE AHRFAEE
BER RBEEREBT
BER-—BHREEREN
BRI %

m} HIIE

mag N AL E IR - KR
HHle —TEARAZEL
TEEFEEEERS
HEFEEMRSE £/
ﬁ%%%@%ﬁ%ﬁﬁi
EXBERTDERD
@@%ﬁ%AETEﬂ%
ERT -ARAZERE
EﬁﬂAéﬂ TEHEE
MEBABHAN LER



Environmental, Social and Governance Report

the personal credit system in particular, it also sets
up special position of credit search for designated
personnel. It keeps borrowing records with regard
to the borrowing authorization and scope strictly in
compliance with file access requirements.

Enhance position management. We strictly identify
positions handling customer information and
confidential materials and forbid unrelated personnel
to have access to confidential information. We strictly
regulate resigned staff's hand-over of files involving
customer information and request them to sign the
“Resigned Staff Confidentiality Undertaking”.

Enhance monitoring and accountability. We conduct
irregular review on the standardization of customer
file keeping and access as well as detect and rectify
hazards and loopholes in customer information
management work in a timely manner. We effectively
eliminate the non-compliance with regulations and
misconduct so as to block loopholes of leakage of
confidential information by means of establishing
supervisory and accountability.

Strengthen customer information security and
confidentiality management with technological
approach. We have established the internal network,
external network and non-military region segregation
on the business system network level by means
of security devices so as to realize secured and
controllable visit of the Internet. We have also set
up intrusion inspection, loophole screening and log
auditing on the application level to ensure stable
operation of each system and avoid the loss and
tampering of customer information, while establishing
the comprehensive information security system to
ensure that daily customer behavior is secured and
compliant. We have established the data warehouse
for data centralization, as well as data analysis
and presentation through BIl, which prevents data
leakage.
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(3) Anti-corruption:

In line with the attitude of being responsible
to shareholders, investors and employees, the
Company attaches great importance to anti-
corruption and governance. The Company has an
internal control and audit department to conduct
regular compliance reviews on its business and
management.

The Company adopts a zero-tolerance principle
in the fight against corruption and related non-
compliances. Upholding business ethics, it
formulated the “Employee Manual” and other
relevant rules. The manual clearly states that
employees should work with high professional ethics,
conduct with integrity, act with good faith, and that
any employee who is found to be involved in any
act of corruption, bribery or embezzlement will be
considered as having committed a serious violation
of discipline and will be dismissed by the Company
according to laws and regulations and without
any economic compensation. All employees have
signed the “Integrity Building Undertaking Letter”,
undertaking that they will not engage in any act in
violation of Company’s rules or regulations, work
ethics and the requirements set out in the letter
during their employment, otherwise they shall bear
all responsibilities and consequences (including
but not limited to civil compensation and criminal
responsibility).

In addition, the Company carries out educational
campaigns on anti-corruption on a regular basis,
using real cases to raise employees’ awareness
against corruption.

During the Reporting Period, the Company was
not involved in any corruption litigation against the
Company or its staff.
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Community:

The Company attaches great importance to the practice
of social responsibility. In 2023, the Company will
continue to maintain close ties with the community,
actively participate in grassroots governance, host or
participate in voluntary blood donation, voluntary tree
planting, free maintenance of electronic products and
other public welfare services, set up an emergency rescue
force volunteer team, and take care of employees who
have temporary difficulties due to accidents and other
reasons. In June 2023, Mr. Zhang Guoxiang, founder of
the Company, was awarded the title of “Excellent Private
Entrepreneur in Chongqing” by Chongging Municipal
Party Committee and Municipal Government.
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Report of the Board of Directors
EEERE

REPORT OF THE BOARD OF DIRECTORS

The Board is pleased to present the annual report and the audited
financial statements of the Group for the year ended 31 December
2028.

CORPORATE INFORMATION AND PRINCIPAL
ACTIVITIES

The Company was incorporated in the PRC on 13 March 2013 as
a company with limited liability. The Company’s H-shares (the “H
Shares”) were listed on the Hong Kong Stock Exchange on 19
June 2014.

The scope of business of the Company as reflected on the business
license includes investment business, investment management and
investment advisory.

The Group mainly offers diversified and comprehensive financial
services to serve the financing and business needs of SMEs
and microenterprises under several business lines such as credit
guarantee, small loans, internet finance, financial factoring, capital
management and financing leases in China.

RESULTS

The results of the Group for the year ended 31 December 2023 are
set out in the Consolidated Statement of Profit or Loss on page 138
of this report.
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Report of the Board of Directors

BUSINESS REVIEW

A review of the business of the Group for the year ended 31
December 2022 and a discussion on the Group’s future business
development are set out in the paragraphs headed “Business
Overview” under the section headed “Management Discussion and
Analysis” of this report respectively. Descriptions of possible risks
and uncertainties that the Group may be facing are provided in this
Report of the Board of Directors on pages 106 to 1283. Particulars
of important events affecting the Group that have occurred since
the end of the financial year ended 31 December 2022 can be
found in this Report of the Board of Directors on page 122. An
analysis of the Group’s performance during the year using financial
key performance indicators is provided in the Financial Highlights
on page 8 of this report. In addition, discussions on the Group’s
environmental policies and performance, important relationships
with its stakeholders and compliance with relevant laws and
regulations are contained and available in this Report of the
Environmental, Social and Governance on page 84 to page 105,
respectively. The above discussions constitute part of this Report of
the Board of Directors.

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend for
the year ended 31 December 2023.

FINANCIAL SUMMARY

A summary of the Group’s results, assets and liabilities for the
last five financial years are set out on page 8 of this report. This
summary does not form part of the audited consolidated financial
statements.

MAJOR BANKING PARTNERS/SUPPLIERS

The five major banking partners of the Group each provided 32%
of the bank financing we guaranteed. The largest banking partner
accounted for 12.5% of the total financing the Group guaranteed.

Due to the Group’s business nature, the Group does not have major
suppliers.
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MAJOR CUSTOMERS

Qur customers primarily include SMEs, micro-enterprises and
individuals. For the year ended 31 December 2023, revenue derived
from our five largest customers accounted for less than 30% of our
total net fee and interest income.

None of the Directors or any of their close associates or any
Shareholders (who, to the best knowledge of the Directors, own
more than 5% of the Company’s issued share capital) had any
interests in the Group’s five largest customers.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Company and the Group during the year ended 31 December 2023
are set out in note 20 to the financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year ended 31 December 2023 are set out on pages 143 to
144 of the “Consolidated Statement of Changes in Equity” in the
financial statements in this report.

RESERVES

Details of movements in the reserves of the Group and the
Company during the year are set out on pages 143 to 144 in the
“Consolidated Statement of Changes in Equity” of this report and in
note 31 to the financial statements.

DISTRIBUTABLE RESERVES

According to actual conditions of the Company and its needs
arising from its coordinated sustainable development in the future,
the Board does not recommend the payment of a final dividend for
the year ended 31 December 2023.

Hanhua Financial Holding Co., Ltd.
MESEZERBERIE

FEEF

AEEBEFEFEREP/NHEEREA
BEFE -RE E2023F12A318 IEFE
BFEAERAREFHKRAGRBAFEELAE
ST U 89 R A 80% e

BMEESIRFEANETHE AL (B
EEMM) EMEARNABEEITRAS%
NENESHBRRNAKRELREFH
BiEmiEs-

H E2023F12A31HIEFE RN KR A
MAEENYE BELRBEEIDFE
B B 7 3R & MY 5E20 o

RN

H E2023F12A31HIEFE RN KR A
BAHESHFBHNRARE E143HE
44BN BREZ [EHBREERE
=1

it
AFENAEBRANANERED

BERAHREF143EE144 AN A HFX
REmZBR  ARMBHREIMES -

AoER#ES
R38R DB E BRI OR AR R AT $5 AR 1

FHEENEFE R ESeTEZRTEZR
2023F12A3 1B I FEMRIMKE -



Report of the Board of Directors

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Company and
the Group as at 31 December 2023 are set out in note 24 to the
financial statements.

DEBENTURES ISSUED

On 10 June 2015 and 3 November 2015, the Company issued
corporate bonds of “14 Hanhua 01” and “14 Hanhua 2’
respectively.

“14 Hanhua 01” expired on 10 June 2020 and “14 Hanhua 2"
expired on 3 November 2019. The Company has paid all capital
and interests in accordance with the terms of the bond.

EQUITY-LINKED AGREEMENTS

For the year ended 31 December 2023, the Company did not enter
into any equity-linked agreements.

DIRECTORS’ AND SUPERVISORS’ INDEMNITIES

At no time during the year ended 31 December 2023 and up to
the date of this report, there was or is, any permitted indemnity
provision being in force for the benefit of any of the directors and
the supervisors of the Company (whether made by the Company
or otherwise) or an associated company (if made by the Company).
The Company has arranged appropriate directors’, supervisors’ and
officers’ liability insurance coverage for the Directors, supervisors
and officers of the Group.
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SHARE INCENTIVE SCHEME

On 27 May 2015, the 2014 annual general meeting of the Company
considered and approved the proposal on the grant of bonus in the
form of shares in open market to the senior and middle to senior
management of the Company under the share incentive scheme
(the “Scheme”), a medium and long-term incentive scheme to
increase in share by the senior and middle to senior management
with incentive fund base of the portion of year-end performance-
related remuneration of the participants. In 2015, the Scheme was
gradually implemented in accordance with the relevant procedures.
5,738,623 H shares of the Company were acquired from the open
market. As of the date of this report, all of the above 5,738,623
H shares were unlocked and vested to individuals. There were
currently 2,391,079 H Shares remaining due to the factors such as
resignation of the members of senior management.

RISK MANAGEMENT

Our risk management committee is the highest decision-making
organisation on risk management, fully responsible for risk
management of the Group. Our internal control departments
including risk management and internal control and audit as well as
other departments and business department form a system of pre-,
during and post-incident risk management and internal control.

For the year ended 31 December 2023, the Company has identified
our actual risks including credit risk, market risk, operational risk,
liquidity risk, of which credit risk is our major risk. Besides, this
report does not constitute a recommendation or an advice for
anyone to invest in the securities of the Company and investors
are advised to make their own judgment or consult their own
investment advisors before making any investment in the securities
of the Company.
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Credit Risk Management

In the light of the characteristics of credit risk, the Company
shifted gradually the way of risk assessment from single business
project to that on product and business model, and formulated
admission criteria, investigation standard, credit standard, operation
procedure, post-loan management and method of payment call for
each product. The Company made amendment and improvement
to policies and operation standard on admission and investigation
of guarantee, loan, factoring and leasing, specific operation
requirements and management requirement of post-guarantee and
loan to ensure the suitability and feasibility of the policies during the
year.

Market Risk Management

Based on its exposure to the specific market risks, the Company
established stringent industrial and regional credit policy. In respect
of the industrial credit policy, it conformed to the national industrial
policies and industry development trends, selected the best
sectors and made dynamic adjustment. In respect of the regional
credit policy, it has taken into account of the local credit market
conditions, regional risk level, competition level to control the scale
and use of the credit facility. Coupled with differentiated pricing
administrative measures based on customer classification, scale of
single transaction, and income-to-cost ratio, this enabled “better
than average management, preventive system and revenue covering
cost”.

Operational Risk Management

The Company prevented the operational risk from the origin
through strict management of authorization and implementation
of installation of two persons, dual position and double duties
for key positions, and established a system of normalized check
and reporting and feedback and improvement mechanism of risk
incident, which effectively prevented the operational risk.
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Liquidity Risk Management

“Liquidity safety” is the first management objective for our Planned
Finance Department, which is responsible for overall management
of our liquidity risk. Each subsidiary is required to compile a daily
sheet of monetary liquidity to submit to the Planned Finance
Department. Our Planned Finance Department flexibly adjusts
the size and structure of the balance sheet by monitoring various
liquidity risk limits and cash flow. This is to ensure to maintain
sufficient cash reserve to meet liquidity needs in the short and long
term and guarantee our liquidity safety.

BOARD OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT

The fourth session of the Board was elected in the extraordinary
general meeting held on 16 October 2022. The appointment of the
fourth session of the Board became effective on 16 October 2022.

The fourth session of the Board comprised a total of twelve
Directors, including three executive Directors, five non-executive
Directors and four independent non-executive Directors.

The fourth session of the Supervisory Board comprised a total
of three supervisors, including two non-employee representative
supervisors and one employee representative supervisor.

Details of the Directors, Supervisors and senior management for the
year ended 31 December 2023 and as of the date of this report are
set out in the section headed “Directors, Supervisors and Senior
Management” of this report.
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Report of the Board of Directors

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

In accordance with Rule 3.13 of the Listing Rules, the Company
has received the annual confirmation from each of the independent
non-executive Directors in respect of their independence, and
considered all of the independent non-executive Directors to be
independent.

DIRECTORS’ AND SUPERVISORS’ SERVICE
CONTRACTS

Each of executive Directors and non-executive Directors and
independent non-executive Directors signed the service contract
with the Company on 16 October 2022, for a term of three years
from 16 October 2022.

Each of the supervisors of the fourth session of the Board of
Supervisors has entered into a service contract with the Company
on 16 October 2022, for a term of three years from 16 October
2022.

DIRECTORS’ AND SUPERVISORS’ INTERESTS
IN CONTRACTS, TRANSACTIONS OR
ARRANGEMENTS OF SIGNIFICANCE

None of the Directors or the supervisors or any entity connected
with them has any material interest, either directly or indirectly,
in any contract, transaction or arrangement of significance to
the Group’s business to which the Company, any of its holding
companies, any of its subsidiaries, fellow subsidiaries was a party
subsisted at the end of the year or at any time during the year
ended 31 December 2023.
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INTERESTS IN COMPETING BUSINESS

Except as disclosed in this report, during the year ended 31
December 2023, none of the Directors and their respective
associates (as defined in the Listing Rules) had an interest in a
business which causes or may cause any significant competition
with the business of the Group and any other conflicts of interest
which any such person has or may have with the Group.

REMUNERATION POLICY

Under the remuneration policy of the Group, the Nomination and
Remuneration Committee will consider factors such as salaries paid
by comparable companies, tenure, commitment, responsibilities and
performance (as the case may be) of our Directors, supervisors and
the senior management, in assessing the amount of remuneration
payable to our Directors, supervisors and the senior management.

PENSION SCHEME

The Group is required to participate in Contributions to retirement
schemes organised by the respective municipal governments of
the PRC whereby the Group is required to pay annual contributions
to retirement for the PRC based employees at certain rate of
the standard wages determined by the relevant authorities in the
PRC during the year. The Group has no other material obligation
for payment of retirement benefits to employees beyond the
contributions to retirement described above. The details of the
Group’s pension scheme are set out in note 28 to the financial
statements.

REMUNERATION OF DIRECTORS, SUPERVISORS
AND FIVE INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Details of the emoluments of the Directors, supervisors and the
five highest paid individuals are set out in note 7 and note 8 to the
financial statements.
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Report of the Board of Directors

CHANGES TO INFORMATION IN RESPECT OF
DIRECTORS AND SUPERVISORS

Save as disclosed in the section headed “Directors, Supervisors
and Senior Management” in this report, there was no change to
any of the information required to be disclosed in relation to any
Directors and supervisors pursuant to paragraphs (a) to (e) and (q)
of Rule 13.51(2) of the Listing Rules since 1 January 2023.

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

As at 30 December 2023, 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:
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EEEWRE

(i) Interests in the Company (i) AERQRFHES

Approximate Approximate

percentage in percentage

No. of relevant  in total share

Name of Shareholder Position Class of share Nature of interests shares held  class of share capital (Shares)

EEBRGERN  GRAEHZ

BRRE® B BB ER BEftE BERAEE  ZHBHBEAL BREAL

(Shares) (1) (%) (%)"

Zhang Guoxiang"! Director Domestic Share Interests of controlled corporation 453,185,762 13.21 9.85
REHEO EE NER EXBAA/REEEES (Long position)
(#2)

H Share Beneficial owner 585,971 0.0 0.01
Hi% EREAA (Long position)
(#2)

\Wang Fangfei® Director Domestic Share Beneficial owner/Interests of 231,632,653 6.75 5.08
THEe B2 AR controlled corporation (Long position)
ERlEEA/REEERR (#2)

Cui Weilan Director Domestic Share Beneficial owner 2,068,742 0.06 0.04
ERE EE RERK ERBEA (Long position)
(%)

H Share Beneficial owner 648,005 0.06 0.01
H&R EREAA (Long position)
(%)

Liu Jiaoyang Director Domestic Share Beneficial owner 441,159 0.01 0.01
55 B2 nNER EREAA (Long position)
(%)

Chen Zhonghua Supervisor Domestic Share Beneficial owner 441,159 0.01 0.01
B Ex RE K ERBEA (Long position)
(%)

He Ye Supervisor Domestic Share Beneficial owner 294,106 0.01 0.01
WF Ex RE K ERBEA (Long position)
(%)

Huang Hui Supervisor Domestic Share Beneficial owner 294,106 0.01 0.01
I Ex RE K ERBEA (Long position)
(%)

Hanhua Financial Holding Co., Ltd.

116 BESEROERDIT



Report of the Board of Directors

Notes:

1. Mr. Zhang Guoxiang directly holds approximately 66.89% of
the equity interest of Huitai, which directly holds 450,416,901
Domestic Shares of the Company. Accordingly, Mr. Zhang
Guoxiang is deemed to be interested in the 450,416,901
Domestic Shares held by Huitai. Mr. Zhang Guoxiang also directly
holds 2,768,861 Domestic Shares of the Company.

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 231,632,653 Domestic Shares held by
Chongging Jiulong.

3. As at 31 December 2023, the issued Domestic Shares and
the H Shares of the Company were 3,430,000,000 Shares and
1,170,000,000 Shares.

4. As at 31 December 2023, there were 4,600,000,000 Shares of
the Company in issue.

Save as disclosed above, as at 31 December 2023, none
of the Directors, supervisors or the chief executives of the
Company had any interests or short positions in the shares,
underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of SFO)
which are required (i) to be recorded in the register required to
be kept under section 352 of the SFO, or (ii) to be notified to
the Company and the Hong Kong Stock Exchange pursuant to
the Model Code.
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(ii) Interests in associated corporations

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

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

None of the Directors or 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.

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

As at 31 December 2023, the persons (not being a Director,
supervisor or chief executive of the Company) or corporations
having interests or short positions in the shares or underlying shares
of the Company which are required to be notified to the Company
and the Stock Exchange under Divisions 2 and 3 of Part XV of the
SFO and recorded in the register required to be kept under section
336 of the SFO and who were directly and/or indirectly deemed to
be interested in 5% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general
meetings of the Company are listed as follows:

Hanhua Financial Holding Co., Ltd.
MESEZERBERIE

(i) RAEBEEN#EDS

BEEE EEAARARSITH
ABEARARBEIE (EERE
7 M EBEGROIFEXVER) BB {7 - 1HEE
B o (5 #E 78 7R R B L o) 4 am 20K

AN

=

EEREERBROJES 2E
A

MEEENETIAREIEAZIHEAR
ARRHENBARRTFENKITEE
1] 5% % R M LA UG BB AR A ) SR AL f] B Al &
ABEZEDHES -

FERRARO RAERBRKRD 2 #
wmRKR

R2023F12A31H RAR A Z i {H 8
HERDTFEEREESRPEKEGE
XVED 852 K 34y B /8 [A) A8 A &) I Bk 22 BT #%
BRI AR KT AREBEESFRD
EGPIFE3B6KRBEFT 2 ELMA 2 #
mEOKE W RIER W B REF AR E
AERTEARBBRRARAGIRE ZEM
BRRAZEEYFEEN SBEES
5% A EZEHZ AT (LFERAAE
F EEREFBTHAL)RAANEHM
T



Report of the Board of Directors
EEERE

Approximate
percentage in
relevant class

Approximate
percentage in

Name of Shareholder Class of share Nature of interests No. of shares held of share total share capital

HEBROER HREBEY

BRRAR REGER BHEtE BFEROEE ZBRED ZBHEDL

(share) (FZ) (%) ¥ (%) ©

Huitai Domestic Share Beneficial owner 450,416,901 1313 9.79
2% NER ERBEBA (Long position)
(#7)

Loncin Holdings!" Domestic Share Beneficial owner 432,188,780 12.60 9.40
BEERY AER ERBEBA (Long position)
(F8)

Loncin Group!" Domestic Share Interests of controlled 432,188,780 12.60 9.40
BEsEO AER corporation (Long position)
(48)

Chengdu ShunRunZe Enterprise Management Domestic Share Beneficial owner 280,000,000 8.16 6.09
Consulting Co., Ltd. mE R ExEFA (Long position)
KHEERCEERANERAA (F2)

Beijing Daoyang Zhengde Information Domestic Share Beneficial owner 270,000,000 7.87 5.87
Consulting Co., Ltd. NE R BEEEEA (Long position)
TREGEREEAABRAR (F8)

Wang Mingyue Domestic Share Beneficial owner 269,824,593 7.87 5.87
I A NE R EaEEA (Long position)
(#78)

Chongging Qianbaitai Management Co., Ltd.  Domestic Share Beneficial owner 249,431,032 7.27 5.42
EETEAGEERERAA NE R ERHAA (Long position)
(#2)

Chongging Jiulon Domestic Share Beneficial owner 231,632,653 6.75 5.03
EENE AER ERBEBA (Long position)
(F2)

Tangshan Boli Metallurgy Furnace Material H Share Beneficiary of a trust 166,000,000 14.19 3.61
Co., Ltd.® Hil EAZBA (BEERR) (Long position)
BB ERERARC (##8)

MAX WISDOM INTERNATIONAL H Share Beneficial owner 105,236,000 8.99 2.29
INDUSTRIAL LIMITED HE& BExEEA (Long position)
BREREEERAR (F8)

Apro Asia Finance Corporation Ltd. H Share Beneficial owner 98,000,000 8.38 213
SETHERERAA Hi% BExEEA (Long position)
(178)

Golden Sapientia Investments Ltd. H Share Beneficial owner 76,000,000 6.50 1.65
LEREARDA Hi EREFA (Long position)
(#2)

Chongqing Lanlue Investment Co., Ltd.? H Share Beneficiary of a trust (other than 71,016,000 6.07 1.64
ERERREBREFARN Hi a discretionary trust) (Long position)
FERXAA (BEERERN) (F8)

Zhang Yunhan® H Share Beneficiary of a trust (other than 60,000,000 5.13 1.30
REEO HE a discretionary trust) (other (Long position)
than a discretionary trust) (fF8)

FRXHEA (BEERREN)
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Report of the Board of Directors
EEERE

Notes:

1. Loncin Holdings directly holds 432,188,780 Domestic Shares of
the Company. The 432,188,780 Shares held by Loncin Group Co.,
Ltd. (“Loncin Group”) and Loncin Holdings Co., Ltd. (“Loncin
Holdings”) are of the same interest and duplicate each other. 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. On 21
November 2022, Chongging No.5 Intermediate People’s Court issued
a ruling approving Substantial consolidation and restructuring plan of
13 companies including Loncin Group Co., Ltd. (the “Restructuring
Plan”). According to the Restructuring Plan, the 432,188,780
domestic shares of the Company held by Loncin Holdings (representing
approximately 9.4% of the total shares of the Company) will be used
to offset the debt owed to the corresponding creditors in proportion to
their respective creditors’ rights after the repayment of the debts owed
to the creditors and fulfilment of the conditions of the reorganization
plan. The implementation period of the Restructuring Plan shall be
12 months from the date of approval by the Chongging Intermediate
Court, and Loncin Group shall be withdrawn from the register of
shareholders of the Company. Please refer to the announcement of the
Company dated 22 November 2023 for further details.

2. The 166,000,000 and 71,016,000 H Shares are respectively held by
Tangshan Boli Metallurgy Furnance Material Co., Ltd. and Chongging
Lanlue Investment Co., Ltd. through the Single Asset Management
Plan of GF Securities Asset Management (Guangdong) Co.

3. Mr. Zhang Yunhan holds 60,000,000 H Shares through the Overseas
Securities Investment Directed Asset Management Contract of China
International Capital Corporation Limited.

4.  As at 31 December 2023, the issued Domestic Shares and
the H Shares of the Company were 3,430,000,000 Shares and
1,170,000,000 Shares.

5.  As at 31 December 2023, there were 4,600,000,000 Shares of the
Company in issue.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

For the year ended 31 December 2023, there was no purchase,
sale or redemption of any listed securities of the Company by the
Company or any of its subsidiaries.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the relevant
laws or the Articles of Association of the PRC that would oblige
the Company to offer new Shares on a pro rata basis to existing
Shareholders.

Hanhua Financial Holding Co., Ltd.
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Report of the Board of Directors

COMPANY’S ENVIRONMENTAL POLICIES,
SOCIAL AND GOVERNANCE RESPONSIBILITY
AND PERFORMANCE

The Group has been actively performing our environmental, social
and governance responsibilities and conducting our business
in a socially-responsible way while creating monetary value
for our Shareholders. The Company strictly complies with the
requirements of Environmental, Social and Governance Reporting
Guides issued by the Stock Exchange, whereby the Company is
committed to incorporating the sustainable development principle
into our corporate development strategies and daily operation and
management and acting as a responsible corporate citizen. In
2023, the Company provided our staff with a premium development
platform and safe working environment. We protect the
environment, treasure the natural resources and spare no efforts in
reducing the impact of our operation on the environment. We value
our customers and suppliers, and provide premium product and
service and continuously optimize the management of our suppliers.

Pursuant to Appendix 27 to the Listing Rules, the Company
prepared the Environmental, Social and Governance Report, which
is set out from page 84 to page 105 of this report.

COMPANY’S COMPLIANCE WITH RELEVANT
LAWS AND REGULATIONS

The Group is able to comply with relevant requirements of laws,
regulations, rules and provisions of the Companies Ordinance, the
Listing Rules and SFO in Hong Kong, the Company Law of the
People’s Republic of China, the Basic Norms of Enterprise Internal
Control, Interim Measures for the Administration of Financing
Guarantee Companies, Guiding Opinions of China Banking
Regulatory Commission and People’s Bank of China on Pilot
Projects of Small Loan Companies, Guidance on Promoting the
Healthy Development of Internet Finance in the PRC etc., including
information disclosure, corporate governance and standard industry
operation, etc.. The Group has also adopted the Model Code in
Hong Kong.
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CONNECTED TRANSACTION

As disclosed in note 35 of the financial statements, all material
related party transactions do not constitute connected transactions
or continuing connected transactions for the Company under
Chapter 14A of the Listing Rules which are subject to reporting,
announcement, independent shareholders’ approval or annual
reporting requirements. In particular, the transactions under
category (a) are provided under the service contracts of the relevant
management and the transactions under category (b) otherwise
do not constitute connected transactions or continuing connected
transactions under Chapter 14A of the Listing Rules. The Company
confirms that it has complied with the disclosure requirements
under Chapter 14A of the Listing Rules.

MATERIAL DISPOSAL

On 31 May 2023, the Company (as the buyer), Duyu (Shanghai)
Information Services Co., Ltd.* (B2 ( E/8)EBRBEERAF])
(“Duyu Information”) and Sichuan Hanhua Micro-credit Co., Ltd.*
()l #ENEEZABR QA (“Sichuan Micro-credit’) entered
into an equity transfer agreement, pursuant to which, the Company
agreed to sell 100% equity interest in Sichuan Micro-credit to
Duyu Information at a total consideration of RMB800,022,227.32
in cash. As at the end of December 2023, the transaction was
completed. The Group will no longer hold any equity interest in
Sichuan Micro-credit. For details of this transaction, please refer to
the announcement of the Company dated 31 May 2023 and the
circular of the Company dated 25 July 2023. The aforesaid Disposal
was approved at the Company’s 2023 First Extraordinary General
Meeting held on 10 August 2023.

CHARITABLE DONATIONS

During the year ended 31 December 2023, the Group has made
charitable and other donations in a total amount of approximately
RMB30,000.

AUDIT COMMITTEE

The Audit Committee has reviewed together with the management
and external auditors the accounting principles and policies adopted
by the Group and the audited consolidated financial statements for
the year ended 31 December 2023.

Hanhua Financial Holding Co., Ltd.
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Report of the Board of Directors

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. As at the date of this report, the Board has adopted
the Code Provisions as its corporate governance code.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, as at the date of this report,
the Directors confirmed that the Company has maintained the
required public float under the Listing Rules.

AUDITORS

The consolidated financial statements for the year ended 31
December 2023 have been audited by KPMG.

KPMG shall retire in the forthcoming AGM and, being eligible, will
offer themselves for re-appointment. A resolution for the selection
of auditors for 2024 of the Company will be proposed at the
forthcoming AGM.

By order of the Board of

Hanhua Financial Holding Co., Ltd.*
Chairman of the Board

Zhang Jun

28 March 2024

* For identification purpose only
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Report of the Board of Supervisors

ESgRE

REPORT OF THE BOARD OF SUPERVISORS

In 2023, pursuant to the requirements set out in the PRC
Company Law and the Articles of Association, the Board of
Supervisors of the Company has attentively performed its
duties and proactively carried out supervision on the financial
activities, internal control, risk management, lawful operation
as well as the performance of duties by the Board and senior
management of the Company, thus effectively contributing to
the optimization of governance of the Company and to the
healthy and sustainable development of the Company.

PARTICULARS OF THE MAJOR WORKS OF THE
BOARD OF SUPERVISORS

The Board of Supervisors convened meetings of the
Board of Supervisors pursuant to laws and regulations.
In 2023, the Company held a total of two regular meetings of
the supervisory board, including: summarizing the work of the
annual supervisory board, reviewing the interim report; and
attended two general meeting and six Board meetings. The
Board of Supervisors has supervised the general meeting and
Board meetings with regard to the legality, compliance and
the procedure of voting thereof. The Board of Supervisors has
also supervised the performance of duties by the Board and
senior management.

The Board of Supervisors endeavored in conducting
proper finance supervision. By focusing on the compilation,
verification and disclosure of regular reports, the Board
of Supervisors communicated with external auditors and
auditors on a regular basis, strengthened the analysis of
major issues that may affect the truthfulness, accuracy and
completeness of the financial reports, timely followed up and
gained knowledge of the changes of regulatory requirements,
and provided opinions and suggestions. In accordance with
relevant requirements, the Board of Supervisors conducted
supervision on the selection and appointment of external
auditors and auditors, and oversaw capital management
of the Company, and the management of insiders of inside
information.

Hanhua Financial Holding Co., Ltd.
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Report of the Board of Supervisors

The Board of Supervisors substantially participated in
internal control supervision. The Board of Supervisors
regularly debriefed special reports on the work of internal
control and compliance, key findings and rectification in
internal audit and prevention and control over non-compliance
cases, and strengthened supervision on the internal control
formulation and assessment work.

The Board of Supervisors strengthened risk management
supervision. It paid attention to the major risks faced by the
industry and debriefed special reports with regard to the work
of risk management and liquidity risk management and provided
timely opinions and suggestions.

INDEPENDENT OPINIONS OF THE BOARD OF
SUPERVISORS ON RELEVANT MATTERS

Lawful Operation of the Company. During the year ended
31 December 2023, the business activities of the Company
complied with the PRC Company Law and the Articles of
Association, the internal control system was improved, and
the decision-making procedures were lawful and valid. None
of the Directors or senior management of the Company
was found to have violated the relevant laws, regulations
or the Articles of Association or harmed the interests of the
Company and the Shareholders.

Authenticity of Financial Report. The financial statements
of the Company for the year ended 31 December 2023 were
prepared in accordance with the HKFRSs and were audited
by KPMG in accordance with Hong Kong Standards on
Auditing. The auditor issued standard unqualified audit report.

Internal Control. During the year ended 31 December
2023, the Company continued to strengthen and optimize
its internal control, and the Board of Supervisors lodged no
objections to the Report on Assessment of Internal Control
for 2023.

Implementation of resolutions passed at the general
meeting(s). The Board of Supervisors lodged no objections
to the reports and proposals submitted by the Board to the
general meetings in 2023, and having inspected the execution
of the resolutions of general meetings, concluded that the
Board had duly implemented the relevant resolutions passed
at the general meeting(s).
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Report of the Board of Supervisors

ESgRE

Opinions on Performance Assessment of Directors,
Supervisors and Senior Management of the Company.
During the year ended 31 December 2023, all Directors,
supervisors and senior management were diligent in duly
carrying out their duties and were evaluated as qualified in
the performance assessment.

MATERIAL DISPOSAL

On 31 May 2023, the Company (as the buyer), Duyu (Shanghai)
Information Services Co., Ltd.* (B2 ( E/8)EBRBER AR
and Sichuan Hanhua Micro-credit Co., Ltd.* (POl # % /N 58 B
BBR A A]) entered into an equity transfer agreement, pursuant
to which, the Company agreed to sell 100% equity interest in
Sichuan Micro-credit to Duyu Information at a total consideration
of RMB800,022,227.32 in cash. As at the end of December
2023, the transaction was completed. The Group will no longer
hold any equity interest in Sichuan Micro-credit. For details of this
transaction, please refer to the announcement of the Company
dated 31 May 2023 and the circular of the Company dated 25 July
2023. The aforesaid Disposal was approved at the Company’s 2023
First Extraordinary General Meeting held on 10 August 2023.

By order of the Board of Supervisors
Hanhua Financial Holding Co., Ltd.*
Chairman of the Board of Supervisors
He Zhonghua

26 March 2024
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Independent Auditor’s Report

Independent auditor’s report to
the shareholders of Hanhua Financial Holding Co., Ltd.

(Incorporated in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of Hanhua
Financial Holding Co., Ltd. (“the Company”) and its subsidiaries
(“the Group”) set out on pages 138 to 296, which comprise the
consolidated statement of financial position as at 31 December
2023, the consolidated statement of profit or loss, the consolidated
statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended and notes to the
consolidated financial statements, including a summary of material
accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2023 and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (‘HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor's responsibilities for the audit of the consolidated
financial statements section of our report. We are independent of
the Group in accordance with the HKICPA's Code of Ethics for
Professional Accountants (the “Code”) together with any ethical
requirements that are relevant to our audit of the consolidated
financial statements in the People’s Republic of China, and we have
fulfilled our other ethical responsibilities in accordance with these
requirements and the Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for
our opinion.
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Independent Auditor’s Report

B ETRE

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
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opinion thereon, and we do not provide a separate opinion on these

matters.

losses

Assessing expected credit loss allowance of loans and advances to customers, receivables for default
payments, receivables for factoring business, finance lease receivables and provisions for guarantee

AEBRRERNBR BRAER BRREN BEUREEERNANRERABRXERENERBEESRGS

RBtat14, 15, 16, 17, 26F134(a) -

Refer to the accounting policies in “Note 1(k)(iii) to the consolidated financial statements: Impairment of financial
instruments, financial lease receivables, financial guarantee contracts and loan commitments”, and Notes 14, 15,
16, 17, 26 and 34(a) to the consolidated financial statements.

FLHEGFERE (BT 1K) )@ TR BRBEHEN M EERE R BEXFAEBE] B85 BE A

The Key Audit Matter
BREEE

How the matter was addressed in our audit

EESPNAEHZER

The Group calculates expected credit loss (“ECL”)
allowance for loans and advances to customers,
receivables for default payments, receivables for
factoring business, finance lease receivables and
provisions for guarantee losses in accordance with
HKFRS 9 Financial Instruments (‘HKFRS 9”).
EXEBERBEEEMBREENES RS T AER 5
HERERMBR BRKER BURRER  BYKE
BEHERNRBEARX(TECL]) EHE S MERE
BEHFHS-

Our audit procedures to assess the impairment of loans
and advances to customers, receivables for default
payments, receivables for factoring business, finance
lease receivables and provisions for guarantee losses
included the following:
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e assessing the design, implementation and
operating effectiveness of key controls of financial
reporting over the approval, recording and
monitoring of loans and advances to customers,
receivables for default payments, receivables for
factoring business, finance lease receivables and
guarantees, the credit grading process and the
measurement of impairment losses and provisions
for guarantee losses.

e BEWMMIAEBEHZEMERMBF BURRKENR E
WIRE - R EE RS RERESI 28k
EE - SERBUARREEGNERBELEES
ST 12 AE A Y B 5 B A R 0 BB I Y SR BT AN E AT
BRE-

Hanhua Financial Holding Co., Ltd.
MESEZERBERIE



Independent Auditor’s Report
BYETHRE

KEY AUDIT MATTERS (CONTINUED) AR ETEE (&)

Assessing expected credit loss allowance of loans and advances to customers, receivables for default
payments, receivables for factoring business, finance lease receivables and provisions for guarantee
losses (Continued)

AHERRERMBN  BERAES BERARER BUREHEEXNANCEABLAERENEREHERS (H)

Refer to the accounting policies in “Note 1(k)(iij) to the consolidated financial statements: Impairment of financial
instruments, financial lease receivables, financial guarantee contracts and loan commitments”, and Notes 14, 15,

RH1it14, 15, 16, 17, 26F/134(a) °

16, 17, 26 and 34(a) to the consolidated financial statements.

FLHEE B HE 1K) 8 TR ERBEBEN HHEERE R B BE] 25 HE X

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

EFFHNAESEZER

The determination of ECL allowance is subject to a
number of key parameters and assumptions, including
the identification of credit risk staging, estimates of
probability of default, loss given default, exposures at
default and discount rate, adjustments for forward-
looking information and other adjustment factors.
Management judgment is involved in the selection
of those parameters and the application of the
assumptions.
BEEBREABLAEHESNBRER P RIE THES
HANRRWER - BREARBRNEEREID  BOBE
EBRNBARE ZRHERRBRERE TREZL2EM AR
ERAEMHABRREMARAZRS EEL28E
BMRENEABREPPRBEZNETEEH G-

° with the assistance of the Firm’s valuation
specialists, assessing the appropriateness
of the ECL model used by the management
and assessing the reasonableness of the key
parameters and assumptions in the expected
credit loss model, including the identification
of loss stages, probability of default, loss given
default, exposure at default, discount rate,
adjustments for forward-looking information and
other management adjustments.

e HAMMBEEZRMNBHT THEEECAD
ECLERMEE I W hBREERKER F
BAR28NBRENEEY BEREEABE .
BAGE BROBX BORRBA FHRE A
EHEEABRMEMEEERAE
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Independent Auditor’s Report

B ETRE

KEY AUDIT MATTERS (CONTINUED) BRETEE (&)

Assessing expected credit loss allowance of loans and advances to customers, receivables for default
payments, receivables for factoring business, finance lease receivables and provisions for guarantee
losses (Continued)

FEBHRERNBR BERAENR BERARENR EUREEHERNANERARAERGSNEREEESRS (A)

Refer to the accounting policies in “Note 1(k)(iij) to the consolidated financial statements: Impairment of financial
instruments, financial lease receivables, financial guarantee contracts and loan commitments”, and Notes 14, 15,

KH1it14, 15, 16, 17, 26F/134(a) °

16, 17, 26 and 34(a) to the consolidated financial statements.
FEEE U BIHREL 1K) 2B TR ERFEEHEEN HBERS R BERAENRE] B E5 R X

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

EFEFHNAESEZER

Management also exercises judgement in determining
the quantum of loss given default based on a range of
factors. These include available remedies for recovery,
the financial situation of the borrower, the recoverable
amount of collaterals (if any), the seniority of the
claim and the existence and cooperativeness of other
creditors. The enforceability, timing and means of
realisation of the collateral can also have an impact on
the recoverable amount of the collateral and therefore
the amount of the ECL allowance as at the end of the
reporting period.

EERAEREENBAER EBESZRZER
Z-GUERAZREATRLOEE  BERANTBGAMR K
Ay AKCEeE(NE) REXEIEF EEFEA
thEREAREREZRE  ERYERA A A - BFE
FREHSENAIKCOEEELEATE EMTE
BEBERANEHERELERHSN SR

e for selected samples of loans and advances to
customers, receivables for default payments,
receivables for factoring business, finance lease
receivables that are credit-impaired, evaluating the
reasonableness of loss given default by checking
the financial situation of the borrower, the security
type, the seniority of the claim, the recoverable
amount of collateral, and other repayment sources
of the borrower. Evaluating management’s
assessment of the value of any collateral by
comparison with market prices. We also evaluated
the timing and means of realization of collateral,
evaluated the forecast cash flows, challenged the
viability of the Group’s recovery plans.

s HMAEBIREANER L REERANMBRK
BRI REXEIRF  EFRYAIRE SR
ERAEMERKR FEELEECARENE
E R R B0 e WA B K R YR B2 SRR 4
BAENEREE -ERHBRET BEEERAN
BEHpNEREEMERENERREHERNT
SEBRETHE RTEBEEBNLERSIKRE -
BPEFETHERYEROKRE AN FEH
FREAIMEIR e R S EEE AL KB A S
METEE-

Hanhua Financial Holding Co., Ltd.
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Independent Auditor’s Report
BYETHRE

KEY AUDIT MATTERS (CONTINUED) AR ETEE (&)

Assessing expected credit loss allowance of loans and advances to customers, receivables for default
payments, receivables for factoring business, finance lease receivables and provisions for guarantee
losses (Continued)

AHERRERMBN  BERAES BERARER BUREHEEXNANCEABLAERENEREHERS (H)

Refer to the accounting policies in “Note 1(k)(iij) to the consolidated financial statements: Impairment of financial
instruments, financial lease receivables, financial guarantee contracts and loan commitments”, and Notes 14, 15,

RH1it14, 15, 16, 17, 26F/134(a) °

16, 17, 26 and 34(a) to the consolidated financial statements.

FLHEE B HE 1K) 8 TR ERBEBEN HHEERE R B BE] 25 HE X

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

EFFHNAESEZER

We identified assessing the ECL allowance for loans
and advances to customers, receivables for default
payments, receivables for factoring business, finance
lease receivables and provisions for guarantee
losses as a key audit matter because of the inherent
uncertainty and management judgement involved and
because of their significance to the financial results of
the Group.
HRERER KRB BRARER  BRRER B
MEMERNTAREHIBKR ([ECL]) EFHEFERE
BEGSNEEFEBA MEEENRY R EIEE
HE RSHEYE SEENKENREELEEYE.
BMGEEMEBANERER (TECL]) EEH BT H#
RIREBRESEIE

e recalculating the amount of the ECL allowance
for loans and advances to customers, receivables
for default payments, receivables for factoring
business, finance lease receivables and provisions
for guarantee losses on a sample basis.

e EBHEAXN EMEMAETERERRBR I
WHRER BUARIEN YR EHEE R TEH
ERBX(ECL EENMERBELEEFEEN S
B o

® evaluating the reasonableness of the disclosures
on credit risk of loans and advances to customers,
receivables for default payments, receivables for
factoring business, finance lease receivables and
provisions for guarantee losses with reference
to the disclosure requirements of the prevailing
accounting standards.

e Z2RBITEFNEANBRBEER FEEHRERK
B ERARER BRRER BUEEHEER
FUREMEREEEESEARRNRENSE
Mo
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Independent Auditor’s Report

B ETRE

KEY AUDIT MATTERS (CONTINUED)

BRRETEE(A)

(“level 3 financial instruments”)

Assessing the fair value of financial instruments classified under the fair value hierarchy as level 3

FMEPERFERAABEMENESRIA((F=ERERITADNAIAEE

Refer to the accounting policies in “Note 1(k)(iv) to the consolidated financial statements: Fair value measurement”
and Note 19 and 34(d) to the consolidated financial statements.

F2HE T BEIE 210024 BIEETE ] A9 & 5 BRI R HTEE197134(0)

The Key Audit Matter
BRETSEE

How the matter was addressed in our audit

HEESFUNMAEHZER

The Group’s financial instruments measured at fair
value through profit or loss at 31 December 2023
comprised non-performing asset, equity instruments
held for trading, debt instruments held for trading and
private funds.
EXEMN2023F12A3 B A A R BEFAEEES
AARHESENCREEBREITREERS BBEMER
SRENERTIAMBERILEES -

At 31 December 2023, the fair value of the Group’s
level 3 financial instruments was RMB3,108.5 million.
2023 12A31H E5BeMIANE=ERAR
BEFENEGRIANAABER/ARK310858E
IE o

The valuations of the Group’s financial instruments use
market data where available. Where such observable
data is not readily available, as in the case of level 3
financial instruments, estimates need to be developed
using valuation models and valuation reports, if
any, issued by a licensed valuer, which can involve
significant management judgment.
EEEUAABEFAENESRIANGECHAITES
WS EE - SR AEEER ERIE  JIF
ZERARBEMENERIANBET AIFER
REEERNNEEE G ER S ENEERS (0F)
ETRE EETESRERENEAHE-

Our audit procedures to assess the fair value of level 3
financial instruments included the following:
HIBEE=BRANEENENERIAN A EE "
HEANEFTERPBEEATER:

e assessing the design and implementation of
management’s key internal controls over the
valuation for level 3 financial instruments.

s ERMNIEBEEEEUE="ERAAEBETENS
BT AN GERREANIEENRTNER-

e evaluating the competence, capabilities and
objectivity of the licensed valuer.

o FHERMEMAEMNED BEOMEEML -

Hanhua Financial Holding Co., Ltd.
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Independent Auditor’s Report

KEY AUDIT MATTERS (CONTINUED)

BN ETRE

BRRETEE(A)

Assessing the fair value of financial instruments classified under the fair value hierarchy as level 3

(“level 3 financial instruments”) (Continued)

FEPERF=BRANEEFENEBIA((E=BRALBIADNALEE (&)

Refer to the accounting policies in “Note 1(k)(iv) to the consolidated financial statements: Fair value measurement”
and Note 19 and 34(d) to the consolidated financial statements.

E2HE T BEIE 210021 EBIEETE ] A& 5 B X R AT AL 197134(0) -

The Key Audit Matter
BRETEE

How the matter was addressed in our audit

HEESFUNMAEHZER

The Group has developed its own models to value
certain level 3 financial instruments, which also involves
significant management judgment.

N EEEEHEENE=ZERAAAEBEETENS
MIARBETEAMERE EHhEPREEENE
A H -

We have identified assessing the fair value of financial
instruments as a key audit matter because of the
degree of complexity involved in valuing certain financial
instruments and because of the degree of judgment
exercised by management in determining the inputs
used in the valuation models.
HREMITARRBEMNN G REHERNTE R
EREMEEREANBABR S REIREEAEGNRE
B - HZABEERMIT AR BENTEINRBERSE
BE2CE

e engaging our internal valuation specialists to
assist us in evaluating the valuation results from
the valuation models used by the Group and the
reports issued by a licensed valuer to value certain
level 3 financial instruments and to perform,
on a sample basis, independent valuations of
level 3 financial instruments and compare these
valuations with the Group’s valuations and the
licensed valuer’s reports. This included comparing
the Group’s and the licensed valuer’s valuation
models with our knowledge of current and
emerging practice, testing inputs to the fair value
calculations and establishing our own parallel
valuation models to perform revaluations.

e FAXAMBEERMNI FTEEEEXHES
WEEENHEMBNTENE=ERAAEE
ENERIAMEANMGERR  FE &R
KN HARBEBRE=-ERAABEIZENS
MTAETEYHE THRMOGEESERES
SESNHEFNGEEENMEMMNAESLRET
KR BMNEXABESESRERHEEFNEER
ER L ERM G ERR SR MBERNITERITR
BEREETER ARGENE ABARETF
THEEEETER-

e assessing whether the financial statement
disclosures appropriately reflected the Group’s
exposure to level 3 financial instruments valuation
risk with reference to the requirements of the
prevailing accounting standards.

e HENBHRIANHEBRERESNAMEHESIER
WEBRER BERRTESENE=ERAEH
TAMKERR-
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Independent Auditor’s Report
B EITHRE

INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITOR’S REPORT THEREON

The directors are responsible for the other information. The other
information comprises all the information included in the annual
reports, other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and the disclosure requirements of
the Hong Kong Companies Ordinance and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the
directors either intend to liquidate the Group or to cease operations,
or have no realistic alternative but to do so.

The directors are assisted by the Audit Committee in discharging
their responsibilities for overseeing the Group’s financial reporting
process.

Hanhua Financial Holding Co., Ltd.
MESEZERBERIE

ERREZHHEHMERAR -HMER
BREFERETRENEHES BF
BREAHVBHRRMAMOBTT RS -

BMREaHMBERRBERNBAERLD
MEEMEE  RABTHEMESE
REMPAREE G e

BABRMBAFTBRRNEST B
METEMEEMES B RFT =
BEMEERETERAHMBRRAER
MESRFTBETERINBRAFEERXR
P—HBHEUFFEERNER-

ERBMERATHNIE BREMEE
HESFEERER RMEERS
ZEB-EEHTH BMABEANERAFE
HE e

EEHEHMBRRNERE

BERREZAARRAEBGTMNASMNA
M (FEEMBREER) WRERE
BARAED) WRBEZREHE Y
BHRR EEHERAARBR WK H
TR LEAABBES - AES R
BRRIAFEARZEAERMERD
BERER-

REAHUBRRAF EFTEETAMEE
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Independent Auditor’s Report

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

QOur objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. This report is made
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

e Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

e FEvaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

BN ETRE

%ﬁﬁmﬂéﬁ%ﬁi&%%ﬁﬂ@ﬁ
T

BMMEBERREMBRREBEBELSF
EHREERHERERNENFERER
FEAR YHABEEAERLNE
WEUMEEN2EBRRRE BRI
S - FRAPT O ¥ 5 N R]FR AE E A AR i o FRAP
BARABENRD  HEMEMBAL
BREFAEERE R

AEARBERKENRE EXL TR
ERB(EABBTER) HITHRAHE
R—BEAERFERBRER -BHRA
EEHEENBERER WRAEBEYE
ﬁ%%ﬁﬁ%i%T%%%Aﬁﬁﬁﬁ
REMEBEFLHOLERE ABERS
HHEBEAN -

EER (AR ER) RITETHNB
B BMEABEHE  LRFBRE
5o RIE - WAIEHAIT T AT IIE:

o HRIMFHANFEHREREHW
éﬁ%%%%iﬁfﬁﬂﬁ*w
MERBFEAUNEHELRR
YWEBRFED EENRNAZE Wﬁ
BRRBABEANER -BREFRA
EESRER mE WBER ER
BRSOk B M ERHE S 2 £ - KRB
B MR EEEHMNEANE RN E
BENAEERANBEREFNE
K 88 3R [ o

e HMERIMEMARIIZES AR
A EmESAREA - EENLFY
ERENANZEFNERERRE
EIO

e HEESERSERRMBREEM
tEH AR KA EN S E M -
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Independent Auditor’s Report
B EITHRE

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

e Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’'s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

e  Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the Group audit. We remain solely
responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence and,
where applicable, actions taken to eliminate threats or safeguards
applied.

Hanhua Financial Holding Co., Ltd.
MESEZERBERIE

FEMHEHUBERREANE
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e HEEEARBELKERRNREMN
BH&R R RIZERNOEFTE
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MBEREERESAARBRBER 5 M
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e HESKETERBIEBRIDNIE
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MaERE EBMRITERS
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Independent Auditor’s Report

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Fong Hoi Wan.

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

Central, Hong Kong

28 March 2024

BN ETRE

FMHEHUBERREANE
£ (4&)

NEEFZEGABENERD B
BEBLARXPU B RRBAR/ER
AmEKERETFTEH RMAERTR
EHRHEAEEER BRIFEAREREL
RABBRELFE HEBIBBLT
MREEFARERARETBARXER
ERHNEERRBBEARNAT @E
EHER RMEETEERARED
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Consolidated Statement of Profit or Loss

BOHERR

For the year ended 31 December 2023 o & 2023412 A31H I F[&E

(Expressed in Renminbi (‘RMB”)’000 unless otherwise indicated) (kX & B A FiEs  HUAARE T THIR)

2023 2022
20234 20224F
Note RMB’000 RMB 000
KiaE ARETFT AREFT
Guarantee and consulting fee income BREZRHERA 343,394 458,913
Guarantee handling expenses BERFEEIL (88,321) (121,575)
Net guarantee and consulting fee income  #E{R M8 s & % Ug A 255,073 337,338
Interest and handling fee income FMBEMFEBIWA 369,429 390,660
Interest and commission expenses FMERFEEL W (185,417) (182,478)
Netinterest and handiing fee income  FI@RFMAEFUA 184012 208,182
Net fee and interest income FFEEBRANEWA 2 439,085 545,520
Net trading gains/(losses) R5F W (1BK) 4,944 (17,926)
Net foreign exchange gains B HOF U s 7,306 5,717
Other operating income, net E {th 38 & F U A 3 53,355 68,168
Operating income EE WA 504,690 601,479
Share of profits of associates HE P EEROTRE RS 100,152 102,675
Reversal for guarantee losses EOEREEEES 26 16,549 192,046
Impairment losses BEERBMBERERK 4 (131,950) (237,122)
Operating expenses giEY 5(a) (425,882) (509,787)
Other net losses HthEE S 5(b) (6,335) (39,739)
Profit before taxation B A0 A 57,224 109,552
Income tax FRiSH 6 (33,416) (57,516)
Profit for the year A FF 23,808 52,036
Attributable to: HFER:
Shareholders of the Company PN i S 31,862 12,279
Non-controlling interests FEE B MR (8,054) 39,757
Profit for the year 2N F R 23,808 52,036
Earnings per share BRWE
Basic and diluted (RMB) EARWE 11 0.007 0.003
(HEENABARET)

The notes on pages 147 to 296 form part of these financial

statements.

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

For the year ended 31 December 2023 & & F£2023F12H31H IEFE

(Expressed in RMB’000 unless otherwise indicated) ( k& SEMEN AUAARE T TIR)
2023 2022

2023%F 20224

Note RMB’000 RMB’000

Wiz AR¥FT ARETT

Profit for the year ZNEFH 23,808 52,036
Other comprehensive income REHMERES KR
for the year (after tax and (BRB R AEH EH
reclassification adjustments) ﬁﬁ%ﬁ%fﬁ)
ltem that may be reclassified ERHE I BEEEEN
subsequently to profit or loss IE H
Share of the other comprehensive B EHEMAR S WS 10 30,001 =
income of its associate ZHMME
Exchange differences on translation of BREBINTE AT 10 (2,450) (12,146)
financial statements of overseas B TSR R MO IE N E5E
subsidiaries
Total comprehensive income REZEWEET 51,359 39,890

for the year

Attributable to: FERN:
Shareholders of the Company VNN 5 59,413 133
Non-controlling interests FET7E il 1 M 2 (8,054) 39,757
Total comprehensive income KEZEWFEEE 51,359 39,890

for the year

The notes on pages 147 to 296 form part of these financial 1478 £296 & F7 & i 5 # 5K 28 Bt 75 3%
statements. 4y Ep s
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Consolidated Statement of Financial Position

SOFBFR R R

At 31 December 2023 o 722023%12 A31H

(Expressed in RMB’000 unless otherwise indicated) (B X E S BTN HIAAREF TIHIR)

31 December 31 December

2023 2022
20234 20224
12831H 12H31H
Note RMB’000 RMB’000
Bt AR¥ETFT ARKFT

Assets EE
Cash and cash equivalents ReMBESEEYD 12 575,201 339,443
Time